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Ottawa, Ontario, 
pha aes 
April 23, 1960. 


~--On commencing at 10.00 a.m, 


THE CHAIRMAN: Order, please. 

Now, we have the submission this morning from 
the Industrial and Trade Bureau of Greater Quebec, and 
we are glad to have the delegates here, 

Who is presenting the submission? 

MR. BERTRAND: Loni, ay I am Dominique 
Bertrand, ‘ 

THE CHAIRMAN: Will you take the stand, 
please? If you-would like your advisors in front of 
you we would be glad to have Mr. McDonald and Mr. Price 
move over so that they can sit there. 

MR, BERTRAND: We really appreciate that 
Lavour, 31x. 

THE CHAIRMAN: And you may confer during the 
giving of your evidence. 

MR. BERTRAND: Thank you, Mr. Chairman. 

THE CHAIRMAN: Yes, Mr. Bertrand? 

MR. BERTRAND: Mr. Chairman and Commissioners, 
the Industrial and Trade Bureau of Greater Quebec is 
happy to meet the Royal Commission on Transportation and 
to present to it a brief setting forth its views sconcern- 
ing transportation in the Quebec Metropolitan Area, 

Our brief has been prepared and printed in 
French and English and copies in both languages have been 
offered to the Commission. 

Since the members of the Commission have had 


the opportunity to acquaint themselves with our brief, 
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we respectfully request that it be taken into the 
record as though read. 

THE CHAIRMAN: I think that is quite all 
right, Mr. Bertrand; so the submission will be taken 
into the record as submitted and you will now be avail- 


able for cross-examination. 


SUBMISSION OF 
THE INDUSTRIAL AND TRADE BUREAU OF 
GREATER QUEBEC, INC, 


Appearances: 


Mz, D, Bertrand - President. 

Mr, A, Viau - General Manager, 
Mr, P. Gourdeau - Director, 

Mr, Jéean-Guy Caron - Secretary. 

Mr. R. Gagne - Economist. 


MR. BERTRAND: Mr, Chairman, Members of the 


Royal Commission, 


th The Industrial and Trade Bureau of Greater Queyesc 


is happy to take advantage of this opportunity to lay 
before you a brief setting forth its views concerning 
transportation in the Quebec Metropolitan Area. 

2 Our organization was incorporated in 1956 
under the Quebec Companies!’ Act, third part, which 


applies to non-profit organizations. 
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3. Its aims are: 1 - to promote and protect the 
economic interests of the city of Quebec and its 
metropolitan region; 2 - to encourage the establishment 
of new industries and new commercial enterprises as well 
as to further the development and prosperity of existing 
industries and business firms. 
4, It was organized and is now financed by a 
group of leading industrialists and businessmen and by 
most municipalities and civic associations of greater 
‘Quebec. 
58 In this report we shall endeavour to show that 
bus economic development of Quebec City and its environs 
has always been closely linked to transportation facili- 
ties, and that, because of its geographic position, the 
region is called upon to share in the industrial 
expansion of the country as a whole. 

THE QUEBEC METROPOLITAN AREA, 
6, The Quebec Metropolitan Area is the seventh 
largest anwar concentration in the country. Its 
population, within a radius of 25 miles, is estimated 
at 460,000 inhabitants and its territory covers some 
2,600 square miles and takes in around a hundred municip- 
alities on both sides of the St. Lawrence River. 
Te As an industrial centre, the Quebec area ranks 
tenth in Canada, with a manufacturing production of 
more than $300 million in 1958, and it is still one of 
the most important shipbuilding centres in the country. 
8, Viewed within their historic context, the 
demographic situation and the industrial and commercial 


development of Quebec can be seen to have always been 
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closely linked to changes and problems in the sphere 
of transportation. . 

ITS ECONOMIC HISTORY 
9. Quebec became a Semmes ot and administrative 
centre as soon as it was founded and it was not long 
before it became the metropolis of the country. For 
more than 200 years, its position gave it an outstanding 
economic role as the eds for ocean-going vessels 
and the junction for overseas and river shipping. 
LO. At the beginning of the 17th century, public 
administration gave Quebec the status of a capital. 
During the first two centuries of its existence, the 
Quebec region formed the basis for the economic expansion 
of the country. On the industrial level, a remarkable 
economic upsurge was already making itself felt, partic- 
widen in shipbuilding and the manufacturing of footwear 
and textiles. By the end of the 18th century, Quebec 
was the largest town and the commercial metropolis of 
the country. Its harbour at this time witnessed a 
period of intense activity as a result of the lumber 
trade and the building of ships to carry the lumber which 
was in great demand on the United States and European 
markets, | | 
i The lumber trade was a characteristic feature 
of Quebec's economic life. In a single season, 350 
ocean-going vessels anchored in the harbour to take on 
a cargo of lumber. 
aT as In 1850, more than 50 shipyards crowded the 
coves on both sides of the river with feverish activity 


and kept more than 10,000 men at work. In one year 
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alone (1853), 79 wooden ships were launched from the 
yards. 

a3, From 1860, the lumber business and shipbuild- 
ing dropped sharply and a serious crisis resulted. 

The decline in these leading industries dealt a severe 
blow to Quebec's prosperity as a shipping centre. We 
now propose to examine the reasons for this decline: 
4, 1. The dredging of the St. Lawrence above 
Quebec. 

The digging of a ship's channel above Quebec, 
begun in 1844, made it possible for ships to go farther 
and farther up the St. Lawrence, Montreal gradually 
became the maritime terminal and was thus placed in a 
position to serve the hinterland, with its denser. urban 
centres, more eos jana Us than Quebec. The dredging 
¢ the river between Quebec and Montreal improved our 
waterway transportation system and was undeniably a 
technical development essential to the progress of the 
country. 

15. 2. Quebec's railroad system, 

The construction policy of the railroads which 
favoured the economic development of Montreal and other 
parts of the country, was, from the first, to prove of 
little help as far as Quebec was concerned. It was not 
until 1879 that Quebec City was linked to Montreal by 
rail. The railway along the Beauport. shore was only 
begun in 1899 and the Lake St. John line dates back to 
1888, 
1h, 3. The building of iron ships. 

| As we have already said, from 1860 the build- 


ing of wooden ships declined. Steam-powered navigation 
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called for ships: with iron hulls and of far greater 
tonnage. °* The results of thi's changeover from sails 
to steam were further accentuated by a Slowing down in 
the lumber trade due to the depletion of the sources of 
| supply and the loss of outside markets. 

WINTER NAVIGATION 

ibe From the foregoing it can be seen that the 
economic expansion of the Quebec area has always depen- 
ded to a great extent on its harbour activities. 
Throughout its history, the Quebec region's economic 
development has always shown a striking parallel with 
its shipping. It is, therefore, evident that the port 
of Quebec is a most important factor in the economic 
development of the entire region. 

18 The authorities of the Industrial and Trade 
Bureau of Greater Quebec, Inc., are fully aware of this 
fact, and from the Bureau's foundation they have taken 
a keen interest in the opening up of the Quebec harbour 
to year-long navigation. They have done all they 
possibly could to bring this about, since they feel the 
materialization of this project would be a great step 
toward attaining the Bureau's objectives which are to 
create, by means of improved transportation conditions, 
a favourable economic climate for the expansion of 
existing industries, and to attract new industries and 
business firms to the region. 

19. Following research undertaken immediately 
after its inception in February, 1957, the Greater Quebe¢ 
Bureau made public, in November of the same year, the 


preliminary results of a technical survey of the 
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possibility of the year-long use of Quebec's harbour 
facilities, and the advantages to be derived from such 
use, The general conclusion of the report was that 
winter navigation from the Atlantic to Quebec was 
physically possible, reasonably safe and economically 
feasible, 

20% This information roused the interest of severa 
shipping companies. On January 14, 1958, the Federal 
Intercoastal Line Limited, inaugurated a regular ser- 
vice between Quebec City and north shore ports, and 
chartered a small coasting ship, the M. V. "Dtvora", 
which made nine trips and carried 2,000 tons of freight 
during the winter of 1958. 

el. This successful experiment incited three 
coastal shipping companies to operate regularly between 
Quebec and the north shore the following winter. The 
number of trips made between December, 1958, and April, 
1959, rose to 47 compared to 9 the previous year, and 
the volume of freight carried jumped from 2,000 to 
16,000 tons. 

ee As for transatlantic navigation during the 


ot 


winter months, an epoch-making event was the arrival 


= a Mera Dope 


Quebec City on February 13, 1959, of the M. 5S. Helge 
Dan" of the J. Lauritzen Lines of Denmark, the first 


” 


ocean-going ship to reach the port of Quebec in mLdwin 


ie 


The Greater Quebec Bureau was thus able to prove its 
contention that transatlantic shipping was possi 
winter even under conditions which experienced observ=: 
rated as the worst in thirty years. 


The success met with during the first wintes 
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made the three coastal shipping companies decide to 
maintain regular service between Quebec and the north 
Shore during the 1959-60 winter season, and also incited 
other ocean navigation companies to establish regular 
Service between Quebec and European ports, The figures 
for last winter's shipping activities in the harbour 
speak for themselves; winter navigation, oceanic as 

well as coastal, resulted in the handling of 193,000 
tons of freight, representing a total value of nearly 
$60 million. By March 19, sixteen ocean-going ships 
had made twenty-two trips and seven coasting vessels had 
made forty. 

24, Transatlantic shipping alone accounted for the 
landling of 174,979 tons of freight, that is, 72,013 | 
incoming tons and 102,066 outgoing tons. The value of 
the merchandize is estimated at $52,500,000. As for 
coastal shipping, the figures also show a marked in- 
crease: 7 ships made 40 trips and carried around 18,100 
tons of cargo, or 2,100 tons more than last year. The 
value of the freight carried to and from the north shore 
amounted to $5,500,000. 

2s The wages paid out to quebec dockers in the 
course of the past winter seasons show the importance of 
winter navigation as a counteraction to the seasonal 
character of employment in the Quebec area. During the 
four winter months of 1957-58, the sum of $149,067.45 
was paid out to dockers. For the 1958-59 season, the 
amount was $225,838.06. For a period of only three 
months during the 1959-60 winter, wages to dockers rose 


to $469,969.44, or more than double the amount of the 
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previous year for a period of four months. 

26e But other sectors of the ecohomy also gain 
from the increased activity in the port, services, 
ground transportation, wholesale and retail trade, 
financial firms benefit in varying degrees as a result 
of the increase in maritime shipping. 

dy as We, therefore, feel justified in asserting 
that winter navigation on the St. Lawrence as far up as 
Quebec has been proven feasible and is an asset for 

Om ire gion The tangible success attained incites us 
to renew our efforts to have Quebec recognized as a 
national winter harbour. It is obvious that winter 
navigation to and from Quebec constitutes a step forward 
for Canada's external trade as a whole rather than a 
near-sighted attempt to promote the development of a 
Single area. 


The Importance of Winter Navigation 
On the National Scale 


Foreign Trade. 
oo. You certainly know, gentlemen, that "Canada 


is faced with strong competition on foreign markets, 


Our chief exports, such as asbestos, newsprint, aluminum, 


4. 


etc., are up against serious competition from otner 


countries." 
ao Teme ge 


29. "osles of Canadian asbestos accounted for 95 


per cent of the total European consumption of this produ 


D) 


a few years ago. As a result of foreign competition, 


tly dropped to 67 


tt 


our share of that market has appare 
per cent." 


42 


30. "Canadian exporters of newsprint to Europe a. 
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experiencing strong competition from certain European 
countries which can sell their paper at a lower price 
than ours." 

Ss ty "The Aluminum Company of Canada, reporting 

to the Gordon Commission, (L'avenir des Exportations du 
Canada, Commission Royale d'Enquete sur les Perspectives 
Economiques du Canada, Ottawa, page 216.) stated there 
might possibly be a drop in sales of semi-finished alu- 
nimum products on export markets, compared to total 
Sales, though the absolute figure may increase, because 
of the growing domestic demand and constantly increasing 
competition from foreign producers." 

82s "The fact that they can now ship from Quebec in 
winter, is a matter of great importance for these indus- 
tries, since they can thereby effect a considerable 
Saving in cost which, in turn, allows them to offer 
keener competition on international markets. Consider 
able savings are not only effected through reduced rail 
transportation, but also through a reduction in warehous 
costs both at points of origin and destination.” 

oho "\ number of other Canadian products could be 
shipped at lower cost. A detailed study of railroad 
transportation rates for 25 classes of merehandise 

shows that a saving of from $0.02 to $0.47 per hundres 
pounds (extract from a table of freight rates ccmpiled 
at the request of Quebec Terminals Ltd. by the office 

of the assistant officer in charge of foreign freight 
(rates), Canadian National Railways, Montreal, Quebec, 
April 15, 1958) could be effected by shipping from the 


port of Quebec in Winter. This means that a number of 
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Canadian industries could benefit to a considerable exten 
by using this new facility." 
34. "The recent creation of two powerful coalitions 
in Europe, the Common Market and the Outer Seven Market, 
forces us to reduce the cost of our products on foreign 
markets, We believe winter navigation to the port of 
Quebec, is an excellent means of attaining this objec- 
tive." (An address delivered by the President of the 
Industrial and Trade Bureau of Greater Quebec before the 
Quebec Trucking Association, Inc., February 16, 1960.) 
eC On the national scale, winter navigation up 
to the port of Quebec would not only be a valuable aid 
to our foreign trade, but it would also contribute to 
solving the problem of transportation which Canada has 
to face with regard to shipments abroad during the winter 
season, In fact, a portion of our exports are shipped 
abroad through United States ports because of their close 
proximity to our industrial regions. In 1958, total 
exports of Canadian goods shipped overseas via United 
States ports represented 8.5 per cent of which 6.5 
per cent went through Atlantic ports of that country. 
Our geographic situation, therefore, makes us dependent 
on the seaport facilities of our neighbour. Year-long 
navigation on the St. Lawrence is the obvious solution 
to this situation which is detrimental to our economy. 
Domestic Trade. 
36. Greater Quebec exerts its influence over a wide 
area. Because of its harbour, Quebec City is the dis- 
tribution centre of a region which covers all the eastern 


part of the province and it constitutes the first 
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important urban zone in close proximity to the natural 
resources of Ungava, Lake St. John, Chibougamau, New 
Quebec and the mineral deposits of the Gaspe peninsula. 
Its geographic situation increases its functions as a 
port since it is the gateway for incoming and outgoing 
freight for the major industrial and commercial zones 
of both Canada and the United States. The eastern 
regions of the province are now witnessing a sharp 
economic upsurge, this is particularly true along the 
north shore and the estuary of the St. Lawrence where 
the production of iron ore, which up to 1954 was nil, 
has now reached 15 million lorgtons. It is estimated 
that production in northern Quebec, calculated on the 
basis of developments actually under construction, by 
1965, will be somewhere in the neighbourhood of 45 
million long tons worth $450 million. From these 
estimates, production is expected to triple in five 
years’ time. Besides, investments in mining develop- 
ments which are at present estimated at a billion dollars, 
are expected to be something like 24 pillion dollars 


within the next few years. 


(Page 10444 follows) 
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SY iN The rapid growth of the population in that 
region is an indication of the intense economic activity 
which can be expected there shortly. In 1951, the 
population of Saguenay County was 42,664; in 1956, it 

had risen to 57,364, that is, an increase of 14,700 or 
34 per cent in five years. According to the latest 
estimates, the population of the North Shore area is 
likely to reach 170,000 by 1970. 

38, To meet the more and more widespread needs of 
this growing population and the increasing requirements 
of the mining industry, the region must look to a large 
urban centre with adequate facilities for the distribu- 
tion of goods and services. Viewed in this light, the 
part Quebec is called upon to play as a provisioning 

and distributing centre takes on added importance, since 
the development of the North Shore depends on maritime 
shipping,which at the present time constitutes the best 
means of transportation capable of adequately keeping 
pace with the region's economic development. Moreover, 
the importance of its requirements makes it essential 
that this mode of transportation be efficient, continuous 
and economical twelve months of the year. 

Aids to Winter Navigation: 

39.5 In order to carry out to the fullest extent th 
function its geographic situation demands of it, Quebec 
must be able to count on the wholehearted and unfailing 
support of government podies and organizations devoted to 


the economic welfare of the country. 


4O, Winter navigation is an economic necessity. 
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: It is a practical reality which will continue and 
increase from year to year. The federal government, 
which exercises jurisdiction over maritime and rail 
transportation, owes it to itself to furnish the necessar 
assistance and lend its support to the realization of 
this development. 

4T , The ships with reinforced hulls which under- 
take to navigate on the St. Lawrence in winter should be 
able to count on the help of icebreakers, if the need 
arises, and all the technical assistance required to 

make the fullest use of the natural geographic advantages 
Or wne Port of Quebec. 

42, Some regions of the country have developed 
economically as a result of the extension of the rail 
system, investments devoted to the improvement of our 
waterways and subsidies granted to railroad companies, 

42 C. It suffices to recall that up to the 
present time it has cost more than $500 million to 

dredge the St. Lawrence between Quebec and Montreal to 
make it possible for ocean-going ships to use the channel, 
This undertaking has fostered the development of Montreal! 
and adjoining regions to the west. Over the same period 
of time, another $500 million was spent on the construc- 
tion and maintenance of a series of canals to facilitate 
navigation over a distance of nearly 2000 miles inland. 
The recent opening of the St. Lawrence Seaway has 
necessitated a Canadian investment of somewhere in the 
neighbourhood of $350 miilion, Although those expendi- 


tures contribute to the general prosperity of the country 
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they favour the economic expansion of the western part 
of the Province of Quebec, Ontario and Western Canada in 
particular. 

4h, Turning to sail transportation, there again 
we find that the Canadian tariff structure has helped 
the economic development of certain regions by making 

it possible for them to ship their products to both 

the domestic and outside markets at lower cost. 

+6 As an example of this, we would like to point 
out that the subsidies the federal government granted 
under the Maritime Freight Rates Act, for the calendar 
year 1958, amounted to $13,150,750. 

4H6, We are certainly not opposed to a government 
policy of assistance and support for those regions of 
tne country which are placed at a disadvantage owing to 
their geographic situation. But we would like to see 
Quebec also provided with the means to assure its own 
development and to contribute as well to the national 
prosperity. In the past, public works deflected from 
Quebec some of the prerogatives which its geographic 
situation had given it. it is only fair*to expect” tines 
the Quebec region be placed in a position where it 
would no longer be at a disadvantage compared to cities 
elsewhere in Canada, as far as rail and navigation 
facilities on the St. Lawrence in summer and winter are 
eoncerned, The cost of such a policy would only be a 
small fraction of the amount spent each year for the 


maintenance of our waterways. 
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1 
D Railway Problems in the Quebec Area 
3 Railroad tariffs: 
i 47. So that its port can functim efficiently, 
5 Quebec should be able to count on adequate ground trans- 
6 portation, 
7 48, The present situation shows that railroad 
8 service does not always do justice to the Port of Quebec, 
9 To illustrate this point, we refer you to the following 
10 table which gives the rates applying to the transport of 
1 class 100 freight originating in Ontario localities 
12 and shipped to Quebec, Pointe-au-Pic and Rimouski. 
13 For other classes of freight, the rates are proportionate 
ly the same. 
v6 ae 
49. 
ass 100 Normal Class Proportional 
16 rates class rates | 
: (4) 
Quebec Rimouski Pointe au Pointe au! 
, , ’ : Pic a ieee: 
From ee (2) (3) (3) 
Fort Erie, Ont ead: S203 4.03 3.63 
Hamilton, Ont, Becl 3450 3501 5250 
London, Ont. ae 0 3.63 ais 3.63 
Toronto, Ont. 3.c0 219 3.59 3.19 
Welland, Ont. 3.59 34D2 3.92 3.58 
Windsor, Ont. 4.25 4.18 4.58 4.18 
alee An analysis of the above table discloses the 
following inequities: 
Ble (a) The cost of freight shipments by rail 


’ 


from different parts of Ontario and consigned to ports 


on the North Shore, is higher if they are forwarded to 

iis) CPR Tarife No.E.2180-B & E.2210-A: (2) CFA Tariff #6 ¢ 

(3) CNR Tariff No.C.100: (4) Applicable only on traffic 
for furtherance by water to North Shore St. Lawrence 
noints Tadoussac to Natashquan, Que. inclusive. 
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52, (bo) Freight shipped from points in Ontario 

| to Rimouski, like that shipped to Pointe-au-Pic, has a 
tariff 7 cents lower per 100 pounds than that applicable 
to Quebec and Levis, 
53% It strikes us as inconceivable that freight 
carried by rail through Quebec's Metropolitan Region can 
be shipped farther east at less cost than if it were 
unloaded at Quebec, As a matter of fact, Pointe-au-Pic 
and Rimouski are situated respectively 60 and 200 miles 
east of Quebec. 
54, We find this discrimination against the Quebec 
Region and its Port hard to understand. We feel read- 
justments should be made to railroad tariffs to make them 
conform to Quebec City's geographic position and the 
advantages its harbour can offer. 
Level Crossings: 
5s We want to draw attention as well to the 
excessive number of level crossings in the vicinity of 
Quebec City, which are a great cause of inconvenience. 
They have already been the subject of numerous complaints 
over a period of years and we feel it is imperative that 
the situation be remedied without further delay. 
56. The crossings in question were built to meet 
conditions and requirements in existence fifty or 
seventy-five years ago. They no longer comply with the 
actual needs or the dictates of modern town planning, 
in accordance with which several of our municipalities 


have been erected. 


57. The City of Quebec suffers to a great extent 


from this problem. There are at least seven level 
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‘crossings over the main arteries leading north-south. 

As a result, traffic is often held up along the level 
crossings of the Canadian Pacific line, The situation 
is further complicated today because of Quebec's demo- 
graphic growth and a marked trend to the suburban areas. 
58, Consequently there is a heavy flow of traffic 
in and out of the city and passing trains are a source 
of delay and inconvenience, 

The Lake St. John Railway: 

59. The efficiency of the Lake St. John Railway 
which links Chicoutimi to Quebec should also be a 
matter of careful consideration. This railroad does 
not meet the exigencies of modern transportation, In 
fact, the fastest train operated on the line takes 

seven hours to cover the 227 miles between the two cities 
which means that it runs at an average speed of 35.3 
miles’ per ‘hour. 

60. Since Chicoutimi can be reached by highway 
from Quebec in less than three hours, there is an urgent 
meed to improve the railway service by eliminating some 
of the detours and repairing the road itself. 


Dismemberment of the Levis Division of the 
Canadian National Railways: 


Gly In order to reorganize administration, the 
Canadian National Railways have decided to dismember the 
portion of their rail system known as the "Levis Division 
whose superintendent's administrative office has always 


been located in Levis. The breaking up will be 


effected by transferring the Montmagny Subdivision, a 
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section extending from Riviere-du-Loup to St. Charles de 
Bellechasse, to the Campbellton Division, and the Armagh 
Subdivision, another section extending from Monk 
(Tourville) to Diamond (the eastern end of the Charny 
sorting yard), to the Edmunston Division, 

62. To summarize the actual structure of the 
Canadian National Railways system, we will say that it 
extends from the Atlantic to the Pacific, and that it 

is divided into three regions, the Atlantic, the Central 
Region and the Western, 

63. The Central Region comprises the Quebec, 
Montreal, Northern Ontario and Southern Ontario Districts. 
The Quebec District is made up of the Levis, Laurentian 
and Cochrane Divisions. The Levis Division, as a result 
of its geographic position, on the east adjoins the 
Campbellton and Edmunston Divisions, which both form 
part of the Atlantic Region; and on the west, the Levis 
Division adjoins the St. Lawrence Division which belongs 
to the Montreal District. 

64, In accordance with the decision taken by the 
authorities of the Canadian National Railways the 
Maritime Provinces Division will have jurisdiction as 

far as Levis and Joffre. This will mean the gradual 
disappearance of the present office of the Levis Division 
which is situated in the centre of Quebec's economic 
area, 

65. we are of the opinion the Quebec and Levis 
areas form an indivisible economic entity and that any 


oolicy, pertaining to transportation, aimed at dividing 
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the two zones can not only prove detrimental to their 
development but would weaken their present economic status|, 
Besides, the industrial expansion of Levis, linked as it 
is to that of the whole of Greater Quebec, is likely to 
suffer from the fact it would become dependent on a 
division economically different. This might possibly 
hinder efforts to speed up its progress in the future. 

66, But, in addition to the economic homogeneity 
which we claim for it, there is a homogeneousness of an 
ethnical order which is even more important. We cannot 
overlook the fact that a difference of culture and lan- 
guage exists between the maritimes and Quebec, it is 
obvious that the population of the Levis Division does not 
look with favour on the move to bring it under the 

control of a division where a different language is 
spoken, whereas the vast majority of our own population 
speaks the French language. 

67. In closing, gentlemen, we wish to reiterate ou 
firm conviction that the Greater Quebec area has an im- 
portant part to play in the national economy. The 

degree Lovee importance will be in direct ratio to the 
means provided, particularly in the sphere of transpor- 
tation, to make profitable and meximum use of the area's 
geographic advantages. In other words, to do this it 

is essential all anachronisms be done away and trans- 
portation services brought into line with Greater 
Quebec's economic progress and town planning. 

68, May we say, gentlemen, how greatly we appre- 


elate the time and energy you are devoting to the study 
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of transportation problems on both the national and 
regional levels. You may rely on our entire cooperation 


Respectfully submitted, 
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CROSS-EXAMINATION BY MR, COOPER: 

QQ. Mr.Bertrand, in paragraph 19 of your 
submission, appearing on page 4, you make mention of 
a publication of the preliminary results of a technical 
survey of the possibility of the year-long use of 
Quebec's harbour for facilities and the advantages to 
be derived from such use, 

Could you supply the Commission with a copy 
of the publication to which reference is made? 

A. With great pleasure, We have here the 
bound report and we have a resume of that report which is 
in English. 

Q. Thank you. 

A. Shall we deposit it now? 

Q. We can, perhaps, hand it to the Secretary. 
Tt need not be made an exhibit, but it could be available 


to the Commission, 


MR. COOPER: Q. In paragraph 20, on page 5, 
you mention the inauguration of the regular service 
between Quebec City and North Short ports, commencing 
January 14, 1958, and you refer to the number of trips 


and the amount of freight in tons carried during the 


winter of 1958. 
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Could you inform the Commission as to whether 
or not any subsidies are paid with respect to the opera- 
tion of services between Quebec City and North Shore 
ports? 

A. You mean subsidies that might be paid 
by the federal government? 

Q. And by the provincial government. 

A. And by the provincial government? 

Q. Either one, 

A, Paid to the shipowners? 

Q. Paid to the shipowners, 

MR, BERTRAND: Would you, Mr. Viau, be in 
a position to answer that question? 

MR, VIAU: Mr. Chairman and Commissioners, if 
my memory serves me well there is one company that I 
have heard that has for many years received subsidies 
from both governments, the provincial and federal, and 
that would be the Clark Steamship Company; and during 
that period to which you refer only one company in- 
augurated this service mentioned in paragraph 20. That 
was the Federal Coastal Commerce with one ship charteréd 
by them -- the D'Vora. To my knowledge that 
company was not and is not subsidized, 

Qi In paragraph 23 you state that a? soegthe 
success met with during the first winter made the three 
coastal shipping companies decide to maintain regular 
service between Quebec and the North Shore during the 
1959-60 winter season, and also incited other ocean 


navigation companies to establish regular service between 
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Quebec and European ports," 

I take it that one of these three companies 
is the Federal Intercoastal Line Limited? 

MR. VIAU: yes, 

Q. What are the other two? 

MR, BERTRAND: The Maritimes Agencies and 
Clark Steamship, 

Q. And of those three,as I understand it, 
Clark Steamship does receive a subsidy from the federal 
government and a subsidy from the provincial government? 

MR, BERTRAND: I am inclined to so believe. 

Q. The other shipping companies do not 
receive subsidies from either source? 

MR, BERTRAND: Derinaitely nots 

Q. You refer, also, in paragraph 23, to the 
amount of freight handled in the port of Quebec during 
the 1959-60 winter season. What icebreaker services are 
available to the port of Quebec to assist in the matter 
of winter navigation? 

MR, BERTRAND: Your question is, "\What 
icebreaker service is available to the port of Quebec 
for help and assistance to ocean or coastal’? 

Q. That is right. 

MR, BERTRAND: We understand that for coastal 
navigation icebreaker service is available. 

Q. What does that service consist of? Is 
it one icebreaker, or two, or what? 

MR, BERTRAND: This I could not definitely 


answer, but I understand there is always one available 
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excepting possible conditions due to an icebreaker 
having to be repaired; but, in general, the coastal 
vessels received help which they needed, 

Q. What about the ocean-going vessels? 

MR. BERTRAND: The ocean-going vessels -- 
most of them managed to come to Quebec without help of 
the icebreaker, They were there and if there nad been 
any real help needed such help would have been given in 
cases of danger; but because there was no danger or 
emergency the icebreakers did not come to any rescue. 

Do any of my advisers have anything to add to 
that? 

MR. VIAU: Mr. Chairman, to answer the thought 
of the question we might say that out of those twenty-two 
ships which came to Quebec between December 19th and the 
end of March, most of them were reinforced ships -- ice- 
fighting freighters; most of thetime during what we 
call the summer season they ply in Greenland up to 
latitudes 73 and 77 degrees north. They are specially 
equipped and built for heavy ice -- what they call the 
blue ice of the Arctic and Antarctic -- and generally 
speaking, especially this winter, the ice conditions were 
yather moderate between Quebec and the Gulf, and even 
Cabot Strait. 

Q. From what you say I understand that winter 
navigation has been made nossible into the porv of 
Quebec because cf a special type of ship which has been 
engaged in the service to Quebec? 


MR, VIAU: I would say so. 


fstesoo odd ,fevensg al .tud yhboukeqet ed oF gaive 


calseesy pitog-nseso sit guods.asdW 62 


-- gleassy notog-neen0 sat .:CMARTAHHa . AM 


to glod duortiw sedau of smoo oF Degsnsm ment to teom Ke 


nesd osdt sxedt tio bne steddy sxow -yslT stenseideot odd I 

ai novia seed avsd bloow gion tove _bebeen glen [set yns gq 

yo tegmsb on eBw orodst sevsoed gud ptTegasb To eeséo a 

| .ouoasn ys od emoo Jon bLb asavesudeol sAd yonegtoms c 
) 

| 

| 


od bbe ot aniddyas evan esbeivbsa ya ‘to ‘yrs od 
Teds | is 

ca odd -vewans od. .asmytedd..5M sUATV FM l. 
| ows-yc¢news sacdt to tuo tant yee ddgimeew aobteovp eds 10) 
qe 


esiij bons nd@l tedusosd mosowded ysdeud, o7 ems sotdw agitia. 


~3ol --_agide bssxotnler. sraw mond to, dsom:,foteal ae bare | 


| lie 
| sw tsow gotaub somitegy Io Jaom verstigtert goasdat?, | 

ot gs bnsinserd al ylq youd mossoe rommue edd {[fs0 | 
Vitsiosca ans yeaT Jfldison asenged ry bas €Y esbudtdsl | 
| oly {feo yond Jenw -- sol yvyeed tod @iind his beqgtupe | 
Vilaviee bas -— obdeyetnd Sus obfgtA odd 90 0h ould | 

a . -“oldibaos oof sav ~tedalw alos yiislosgas «gatoiesga 
nove Bas . TLD olt nS gscs0 neewded stevebom. veddst 
.tiatde dodsd fe 


intw Jedd baatcusbay TE yee 407 taviw —— Po”) 


Jo saoq oft otnl eldieeoe shem eins ese nolisgiven | 


need uss doldw aitie to syd Lalosge S Io seusoed oedaud © le 
{eedeaud od eokvuies orit at Gogsscns | 
: -o@ yse binow I eUATY AM 


_ 


1 oOo, - «ef - 


ANGUS, STONEHOUSE & CO. LTD. Bertrand-Viau, Ccr-€x LOL 56 
TORONTO, ONTARIO (Cooper ) 


ape In paragraph 24 you give figures there 
as to the number of tons of freight handled -- 72,013. 
incoming tons and 102,066 outgoing tons. That is for 
trans-Atlantic, What is the nature of the cargoes that 


come into Quebec -- the incoming cargoes? 


(Page 10460 follows ) 
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MR, VIAU: On almost each of those ships 
coming in we had small cars, mostly from Britain; we 
had glass, plate glass, all kinds of glass, coming mostl 
from England, too, and we had the general cargo coming 
from different countries, including Germany, France, 
Italy, Sweden, Holland, Belgium, The Netherlands, from 
the continent, mostly Antwerp and Rotterdam. 

Q. It is @ general cargo service, then? 


MR. VIAU: Right., sir. 


Q. Just for the information of the Commission, 


would you give us the names of the North Shore ports 
that are served by the coastal service. I presume Bai 
Comeau? 

MR. VIAU: Yes, Baie Comeau and Baie Cartier 
and Seven Islands. 

THE CHAIRMAN: I don't think the witness 
answered your question fully as to the outgoing traffic. 

MR, COOPER: I realize, Mr. Chairman, I hadn'! 
put that question to him. I will put it now. 

Q. What was the nature of the outgoing cargoe 
from the port of Quebec in the winter season? 

MR. VIAU: The outgoing cargo would be news- 
print and pulp, manufactured in Quebec City proper by 
Anglo-Canadian pulp mills; the Aluminum Company of 
Canada in Arvida, we had quite a few shipments this year, 
this season, and we had one also last winter. In 


shipping from Quebec, the Aluminum Company is saving 


over $14.00 a ton instead of shipping, if they had to, frp« 


an Atlantic port, United States or Canadian. 


We had also an increase of shipments of asbes'<« 


from the Eastern Townships, which is very close to Quebe 
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and that section is considered as one of the zones, one 
of the economic zores of influence of Quebec in shipping. 
On our winter ships they can reach the European markets 
at $8.00 cheaper, which places them in a much better 
position to compete with our competitors in the European 
markets, especially South Africa and Russia. 

We have been shipping also chemicals from 
Shawinigan, and most shipments of newsprint were for 
London, for the Daily Mail and the Daily Mirror. In 
shipping newsprint twelve months a year, especially in 
winter, we feel it is a great advantage to our Canadian 
factories, especially the ones located within our boun- 
daries, and it is considered one of our responsibilities 
as an industrial and trade bureau not only to bring new 
industries to the Quebec district but also protect and 
develop the existing ones. So in this particular 
case of newsprint there is a saving of $14.00 a ton if 
you ship through Quebec City instead of by another port 
in winter. That also enables us to sell the goods 
manufactured within our boundary in the European markets 
at better conditions to compete with the other countries. 

Q. I want to turn to page 12 of your sub- 
mission. You mention there certain difficulties whicn 
you term in paragraph 50 as inequities in the matter of 
freight rates from various points to Quebec and the other 
places you have listed in the table in paragraph 49. 

Has the matter of the inequities you refer to in paragrap 
51 and the following paragraphs been taken up with the 
railways? Have these rates been brought to the 


attention of the railways, the inconsistencies and 
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anomalies which I think you consider they are? 

MR. BERTRAND: The information has been 
obtained from the railways. 

Qe Have you gone to the railways and asked 
for an explanation or relief with respect to these 
rates, or have you generally discussed the matter with 
them or -- 

MR. BERTRAND: So far we have not done that 
because we knew we were coming here and we felt this 
was the right place. 

Q. You also mention on page 14 the efficiency 
of the Lake St. John Railway which links Chicoutimi to 
Quebec as being a mtter which should be carefully con- 
sidered. Is there, as I presume there is, transport, 
that is truck service, from Quebec to Chicoutimi? 

MR, BERTRAND: Yes, sir. 

Q. Is that extensively used? 

MR. BERTRAND: Extensively used is right. 

Qe So there is a much shorter and faster rout 
~ is it correct to say that? - from Quebec to Chicoutimi 
than the railway offers? 

MR. BERTRAND: There is. 

Qe Would you have any information as to the 
volume of freight movement by truck as compared to the 
movement by rail between the different points? 

MR. BERTRAND: I would hesitate to state any 
definite figure. 

Q. Has any representatian been made to the 
railway authorities with respect to the matter of the 


efficiency of the Lake St. John Railway? 
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MR. BERTRAND: Mr. Viau may correct me on that, 
but many representations have been made by different 
other bodies in the past. 

Q. As to the matter of level crossings, of 
course, you are familiar with the fact that there is a 
grade crossing fund which provides funds for the 
elimination of level crossings by joint action of the 
authorities concerned? 

MR. BERTRAND: We are, to the extent of 
a large percentage. 

Q. Has any action been taken with respect 
to any of those Jevel crossings to eliminate them by use 
of the grade crossing fund? 

MR. BERTRAND: Not by our own organization, 

MR. COOPER: That is all, thank you. 

THE CHAIRMAN: Mr. Hume? 

MR. HUME: No, I have no questions, 

Mr. Chairman, thank you. 
THE CHAIRMAN: Mr. McDonald? 


MR. McDONALD: Yes, Mr. Chairman. 
CROSS-EXAMINATION BY MR. McDONALD: 


Q. On page 12, dealing with rates, I think 
we have checked these. I don't want to take the time 
of the Commission, but we have checked these raves over, 
and I think if they are rechecked you will find that on 
February 16, 1959, there was a change made in some of 
those rates. 

MR. BERTRAND: February 16, 1959? 


4. 


Q. Yes, and I would suggest that the best things 
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2: to do is to discuss Lt with the traffic officers of the 

2 railway, and I think you will be able to get the thing 

4 ironed out. 

5 MR. BERTRAND: Which would mean, according 
to your information, this information which was given to 

: us was not the last one? 

7 Q. tna Is TIeny, it is Hot the Watesvy 

8 MR. BERTRAND: Thank you. 

9 Q@. And as far as rates are concerned for 


10 points along the North Shore, are you aware of the fact 
that the rates via Quebec or Pointe au Pic are both the 
same? 

MR. BERTRAND: That I am not sure. 

Q. You could also check that, but that is 
what I am advised. 

MR. BERTRAND: For the . benefit of Mr. Gagne, 
could you repeat that question? 

Q. Are you aware that the rates for points 
‘on the North Shore are the same as for via Quebec City 
CTV 1a "Pointe au Pic? 


MR. BERTRAND: So far as we know, it doesn't 


seem to be the same, Since when would that ve? 
Q. February 16, 1959. I would suggest 


you discuss: this with the officials of the railway 
they will be able to iron it out. 


Then dealing with the passenger service on the 


ee 
Lake St. John Railway, are you aware that the 
is about 40 per cent longer than the highvay% 

MR. BERTRAND: Yes, we are aware cf tha 


Q. And the railway also serves anout © 
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different communities along that line? 

MR, BERTRAND: Yes. 

Q. So their over-all time is affected by the 
number of stops for the local service. 

MR. BERTRAND: We are only too aware of this 
fact when we do travel. 

Q. Is it a matter of importance to those 
people in these communities that they get service? 

MR. BERTRAND: I am fully aware of the importance 
ta those people, but, unfortunately, I did not come here 
to speak on their behalf. 

Q. I will look after their interests. 

MR. BERTRAND: Thank you. 

Q. And also the highway in question is one 
of the best highways in the province of Quebec? 

MR. BERTRAND: Very good. 

Q. Then you mentioned the Levis division, 
in paragraph 61. I might point out that Canadian 
National is in the process of re-organizing its Operating 
Department and Traffic Department, and so on, for greater 
efficiency and economy, and there are bound to be some 
changes. 

MR. BERTRAND: There are bound to be some 
changes in addition to the ones already announced? 

Q. Yes, in addition to the ones already 
announced, and it is all in the interest of efficiency 
and Bro UH: And may I point out that in other places 
there are French-speaking officers, for instance, the 
General Superintendent in Montreal. 

MR. BERTRAND: Yes, 

Q. That is including Brockville, Portland 
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and Ottawa. It is impossible in operating the railway t 
make divisions on account of language; we have French 
over English, we have English over French, but it is all 
done in the interest of efficiency and economy, and it 
has been going on for some time and it is working very 
satisfactorily. I might also point out in the 
Campbellton division we have French-speaking officers, 

MR. BERTRAND: Yes. 

Q. Everything is working out very satisfact- 
Oma lLy « 

MR. BERTRAND: yes. 

THE CHAIRMAN: Me. Sine lair? 


CROSS-EXAMINATION BY MR, SINCLAIR: 


Qe Mr. Bertrand, the use of Quebec as a 
Winter port is a matter that your organization or members 
of your organization have discussed directly with the 
Senior officials of Canadian Pacific. That is correct, 
a8 iG7 

MR. VIAU: Of the Canadian Pacific Railway? 

Q. Yes. 

MR. VIAU: On my return from Copenhagen in 
October, I stopped in Montreal and discussed the matter 
with Mr. Crump. 

Qe One of the difficulties about the port 
is that if the ships use it in the wintertime they have 
to have special reinforced hulls. Pais 16 correct, 2s 
1% not? 


MR. VIAU: During December, three of the 


4 


C. P. R. ships, ordinary summer navigation ships, left 


Quebec between December 19 and Christmas, and they were 
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ordinary ships. 

Qe But in the months of January and February 
it is a matter of operation. Is it not correct that the 
ships require reinforced hulls? 

MR. VIAU: Most commendable. That may be. 

Q. You wouldn't want to go so far ad to say 
it is required, it is necessary? 

MR. VIAU: I would say yes, sir. 

Q. And the development of Quebec as a winter 
port, you would agree, certainly requires navigational 
aids and icebreaker service in the case of ships getting 
imco aiffieculty in ice? 

MR. VIAU: Navigation aids and icebreakers 
have always been or, at least, existed for a very, very 


long time in Quebec, 
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(Sinclair) 

1 

0. Are there enough icebreaker navigational 
: aid provisions maintained there to assist ocean-going 
4 vessels moving up to Quebec in, say, January and 
: February? | 
5 

MR, VIAU: It is a most difficult question 
4 to answer, because this will be in relation to the 
‘ increase of traffic. I can say that Quebec City is a 
: pase Cor. icebreakers., There are one, two -- three at 
: times. They serve mostly to prevent the, jamming of 
. the river at the Quebec Bridge, keeping open the St. 
a Lawrence between the Quebec Bridge and Montreal to 
: prevent floodings such as we had in Longueil years ago, 
“ These icebreakers, being under steam 24 hours per day 
in case of an urgent request, are very often in port. 
: This year there was only one slight incident when one 
Ship, not reinforced, due to the fact that one icebreaker 
. at Point au Pere had to take light repairs on her 
steering gear, that ship, to deliver the pllot as close 
19 


as possible to the shore, and help conditions, instead 
of staying in clear water, tried to come as close as 
possible to the wharf of Point au Pere, and the wind 
from the west made her fast in ice, but if the wharf 
had been in good condition -- and the deputy minister 
was kind enough to answer our telegram about this 
matter, by saying that as soon as repaired, the wharf 
would take care of the situation, and this was done, 

Q. What your evidence might be summed up 
as, in regard to this winter port matter, is that you 


have had through your efforts -- and I think, : certainly, 


some members of the Commission 
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eget (Sinclair ) | 
recognize this -- have done a substantial amount of 
progress in establishing Quebec as a winter port, and, 
indeed, your progress has been remarkable, but that you 
would like it to be more remarkable still; that is really 
what you are saying? 

MR. VIAU: Thatels* right, sir? 

Q. And you are asking this Commission to 
recommend to the federal government that such additional 
aids as are necessary to fully develop the economic port 
facilities and the navigational requirements in the winte 
time be provided -- that is a general recommendation, 
whatever is required by shipping firms and transportation 
firms in the area: would that be your point? 

MR, BERTRAND: In other words, we are not 
here to protest, but we are here to say we have appre- 
ciated whatever has been done, but we need more help and 
we are respectfully asking for it. 

Q. As a general recommendation, without 
anything specific? 

MR, BERTRAND: yes. 

Q. On this other matter, on this matter or 
rates, the major movement of traffic to the City of 
Quebec on Canadian Pacific is on commodity rates, not 
on class rates; that is correct? 

MR. GAGNE: yes. 

Q. And if there is a traffic movement to 
Quebec that is required -- rate action is required -- 
you can, through discussions with the railway, meet the 


requirements of that traffic with specific commodity 
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rates; is that correct? 

MR, GAGNE: Yes, that is right, 

Q. As a matter of fact there have been 
numerous discussions with industries in Quebec with 
Canadian Pacific -- and I think Mr. Bertrand knows this 
-- for establishment of rates that will move the 
traffic, and particularly the matter is being closely 
watched to make certain, you would agree, I think, that 
this rate action in no way prevents the proper economic 
development of Quebec as a port and as an industrial 
centre? There is no specific difficulty with com- 
modity rates? 

MR, BERTRAND: No specific difficulty? 
"Specific," no. 

MR, VIAU: Mr. Chairman, there is one case 
which I might mention as general information: we did not 
check the exact figures that were given us, and this is 
not a complaint, but is only mentioning a fact that we 
were told by a paper company that they had applied to the 
C.P.R. for a rate for shipping some 500 tons of pulp 
from Cornwall to Quebec, and they also asked for a quo- 
tation on a rate from Cornwall to one of the Atlantic 
ports. I was told that Cornwall to Quebec would be 
54 cents per 100 pounds, and I was told by the same 
gentleman that the rate from Cornwall to one of the 
eastern ports in Canada would be 52 cents, and this 
gentleman inquired of one of the C.P.R. officials, if 
I remember rightly, and the gentleman said, "Well, we 


will make it 52 cents for Quebec." 
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Q. Well, that would be satisfactory? You 
don't want an advantage over Saint John, do you? 

MR. VIAU: We are in favour of all possible 
progress for all cities in Canada, 

Q'. As long as you are even, that is what 
you want? 

MR. VIAU: That is right. 


MR. SINCLAIR: Thank you; that is all I have. 


BY MR. -BALCH: 

Q. Mr. Bertrand, in regard to trans-Atlantic 
shipping, you mentioned about the aluminum coming from 
Arvida: how would that arrive at the water -- would it 
come by ship in the summer and rail in the winter? 

MR, BERTRAND: In the summer it would come 
by ship. 

MR. VIAUs No, sir, in the summer the 
Saguenay Terminal being closely associated with the 
Aluminum Company, they usually load in Port Alfred and, 
generally speaking, they would stock their product in 
winter in Arvida for shipment on their own ships during 
the regular season. But, the experience they had with 
us last year incited them to decide this last winter 
that any urgent delivery, urgent request, made by Europe 
would be shipped by rail from Arvida to the port of 
Quebec and loaded on those winter freighters. On 
aluminum, the rate we have obtained from the railway 
serving that district is 14s cents per 100 pounds with 
a minimum of 80,000 pounds from Arvida to Quebec City. 


The same rate to either ports of the Atlantic from 
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Arvida would be $1.14 per 100 pounds, 

Q. I have another question: I am interested 
in Fort Erie, Would that freight originate at Fort 
Erie or would it be from the United States? 

MR. VIAU: I feel it is the result of the 
development of the North Shore. Last year the Indus- 
trial Bureau thought it was in their province to develop 
more deliveries, more traffic, in winter between Quebec 

,and the North Shore, That means Baie-Comeau, where 

some important construction is taking place, especially 
Carghill Grain Elevators; in Port Cartier, where Cartier 
Mining has spent close to $300 million in developing 

iron ore, and also Seven Islands. We thought we could 
give a special impetus to winter coastal navigation by 
requesting those large interests to ship through Quebec 
during the winter time. They"were aii solicited; and 
they also agreed to refer our request in favour of the 
three coastal shipping companies to the large contractors 
working for them, Of course, these three points men- 
tioned here were considered mostly as a source of steel 
for the North Shore, and this is why, I understand, the 
Canadian National Railways has established at a certain 
date these rates which were not established before; I 
may be wrong on this =-- and we had a quotation for 
Quebec and the other ports for a rate from Fort Erie, 
Hamilton and Toronto. This winter traffic was a very 
big advantage, generally speaking: it enabled delivery of 
goods in winter on the North Shore; it decreased the 


unemployment on the North Shore during the last winter 
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months, as it did also in Quebec City -- in order to 
try and correct what we call the seasonal unemployment. 
As you know, navigation this year, eccording to official 
figures, during the period of 120 days represented 
$511,469 in wages to longshoremen. 

Q. It would probably be the steel from the 
Horten Steel Company, which would be quite a haul? 

MR, VIAUs: yes. 

Q. I would like to address a question to 
Mr. McDonald: Mr. McDonald, in mentioning the three 
regions on Canadian National -- that is, Atlantic, 
Central and Western == and the change that has been made 
at the present time, would it change this at all? 

MR, McDONALD: When we get into what they 
are working on -=- this reorganization of area management 
and cutting out all divisions -- it has not been definite- 
ly decided just what this area will take in. SOc Ge ae 
not finished yet. 

Q. You haven't any idea whether it would 
really change? 


Mr. McDONALD: No, I haven't. 


(Page 10478 follows ) 
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BY COMMISSIONER GOBEIL: 

Q. Mr. Bertrand, you have claimed in your 
brief - and the fact seems to be proven - that Quebec 
Can be’considéred as a’ winter port’. In paragraph 27 
you are asking that it be recognized as a national winte 
harbour - in capital letters. 

What .;ould have to be done and what would be 
the change as a result of this port being recognized as 
a national winter harbour? 

A. I think, Mr. Gobeil, that your question 
should be answered in capital letters by Mr. Viau. 

MR. VIAU: Thank you, Mr. President. 

Mr. Chairman, there is one factor which I have 
aliready mentioned and that is that our existing industri 
with winter navigation do not have to stock their goods 
any more on the wharves of Quebec like we did in the 
previous winter when 20, 30, 40,000 tons of newsprint 
were waiting. 

Secondly, we feel we will get more orders 
from our European clients or foreign clients and we 
feel that is developing the export trad e of Canada, 

One simple reason is that, like for asbestos, in 
previous days the Europeans had to stock in November 
for all winter - those who were giving us preference, 
such as Canadian Asbestos. 

Now, letters of credit are rather expensive 
in Europe. I was told by an expert in the asbestos 
business from New York that what is four per cent in 
New York for letters of credit for stocking goods in 


winter, or for a certain period, is around, or was at that 
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time - that is, last winter- about 6 per cent in London 


and 8 per cent on the continent. 

Furthermore, we have some competitors in the 
asbestos field. They were in the position to deliver 
quickly for twelve months of the year on regular schedule. 
We were not.. We are today. I venture to say that thi 
will further our production, will increase our productio 
of asbestos and our sales abroad. 

1eere .are other factors, The Quebec district 
has already many factors of localization for new industries. 
We are served by two railways; we have very adaptable, 
Skilled labour; we have a good pool of labour. All the 
other factors are very inducing and the proof can be 
given as we find that between 1945 - after the war - 
and 1953 a large number of new industries have establishe 
in Quebec City. 

I take the liberty to say, sir, that new 
industries or new industrial projects are now being 
considered by certain investors, and the fact that we 
can export twelve months a year is an added factor 
of localization tin wur favour. I only regret we did 
not have that factor proven a few months ago. 

Q. Those, Mr. Viau, are the advantages, or 
some of them, which would result if the Quebec port 
was open on a twelve-month basis. 

MR. VIAU: That 18. rigns. 

Q. But the first part of my question was: 

To have Quebec harbour recognized as a national winter 
port, what would that involve? What would have t be 


done in order for it to have national recognition? 
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MR. VIAU: I could not answer that speo4fic 


question, but I can say that if the harbour of Quetdec 


was declared and recognized by the Department of Transport 
officially as a port open twelve months a year, more 
companies would come to Quebec to establish regular, 
services like Lauritzen Lines of Copenhagen did feet 
winter. 

Incidentally, may I say, sir, that. the 
schedule which I have there for those ships - the Helga 
Dan, the Thora Dan, the Anita Dan and the Frida Dan - 
the schedule was observed and very of'ten the ships 
arrived two days ahead of time. 

Q@. As it is now there is no icebreaker based 
or put “in “service especially for keeping the St. Lawrence 
open, is there - expressly for that purpose? 

MR. VIAU: Expressly for that purpose, no. 
The government announced officially that the coastal 
trace would have the proper assistance if needed during 
the winter for coastal service; but this declaration or 
‘commitment was not made for the ocean-going facilities. 

Qe Do you feel that to have quebec harbour 
working on a twelve-month basis an icebreaker would be 
required specially for that? 

MR. VIAU: Well, sir, I would say that since 
we are an icebreaker base in Quebec for many, many yearg and 
for the reasons I invoked previously that these ice- 
breakers are there under power - under steam - 24 hours 
to help in case the Levis ferry would be in neec a 
assistance; it happens once every two ? 


and to vrevent the ice packing at the bottleneck of 
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Quebec bridge, which would make flooding up the river 
towards Three Rivers and Montreal. So that those 
breakers are there and have to be there all the time. 

We feel that if the navigation companies 
interested to come to Quebec in winter had the assurance 
that their re-inforced ships would get assistance in 
case of need, this would be a very great advantage , and 
that, if it was known in international navigation 
quarters, would give a very great impetus to the port of 
Quebec during those cold months, as we call them now - 
instead of hibernation; and this would give more traffic 
to the railways eastbound to Europe and it would give 
them more traffic westbound from Europe to deliver becaus 
the cost is cheaper than otherwise; and it would diminish 
unemployment. Fifty per gent of the longshoremen 
this winter didn't apply oer the $30.00 a week; they 
dived on their wages, 

Q. In paragraph 35, page 8, you refer to 
this winter navigation facility and its effeet on the 
export of products which would otherwise go through the 
United States. Would that mean that the Quebec port woul 
divert more traffic from the United States than some 
Canadian eastern port? 

MR. BERTRAND: I wouldn't say it would divert 
more; but especially from the United States; and 
certainly anything that we could take away fromthe 
United States would be an advantage to all of Canada. 

a ‘On page 14, paragraph 59, you mention 
about highway transportation and you refer to the 


distance of 227 miles between the two cities. Do you 
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2 think that for freight traffic the fact that it takes 
3] seven hours between the two cities means much? 


MR. BERTRAND: It is certainly not an advantage, 


4 

P but it may not be as big a handicap. But for passengers 
it is certainly not according to modern and efficient 

6 
methods of transportation, 

7 


Q. In view of the highways between Quebec 
8 and St. Jean and the small percentage of passenger traffit, 
9 do you feel that the C. N. R. would be justified in 
10 undertaking important expenses to improve the circulation 


of passenger traffic? 


11 

- MR. BERTRAND: I do not think it would be fair 
on my part to tell you, Mr. Chairman and Commissioners, 

13 


that the C. N. R. would do well and that it would be 
proper for them in their accounting to do just that, 


but I can say that we would appreciate a better service. 
BY COMMISSIONER BALCH: 


Q. On this question of the time element, 
which was raised by Mr. Gobeil, the seven hours is for: 
passenger, or freight, or both? 

MR. BERTRAND: I would ask Mr. Gagne. 

MR. GAGNE: That is passenger. 

Q. And freight wouldn't be as slow as that? 

MR. GAGNE: Yes - or slower. 

MR. BERTRAND: I would dare to say that freigh 
takes even longer. 

Q. Thank you. 

THE CHAIRMAN: We will recess now. 


---Recess,. 
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THE CHAIRMAN: Order, please, Mr. Mann? 
BY COMMISSIONER MANN: 


Q. Mr. Bertrand, first, before I ask the 
questions I have, I want to say that no one who has 
looked at the activities of the Industrial and Trade 
Bureau of Greater Quebec can help but be impressed by 
the initiative and persistence you have shown. 

There has certainly been a great change in Quebec since 
the Bureau started to work and particularly with regard 
to winter navigation. 

I°think in reply to Mr. Sinclair, Mr. Viau 
said it was necessary for ships engaged in winter 
navigation to be re-inforced. Would you or Mr. Viau 
have any idea of the percentage of the world's fleet, 
in tonnage, perhaps, that is re-inforced today? 

MR, BERTRAND: I would not. 

MR. VIAU: It would be a very small percentage 
IL feel, and only navigation companies from the Scandinavian 
countries and Germany have, like Norway, Sweden, Denmark, 
Germany, Finland, and very few others. 

Q. And they have them because of their 
navigation conditions in that area, of course? 

MR, VIAU: Some of them, yes, sir, mostly 
in the Baltic and north of Sweden to Norway and Russia. 
Those and the others like Petsamo, and also because some 
of those companies like Lauritzen would specialize in 
polar navigation. As you probably know, the Antarctic 


expedition twc years ago was made, if my memory serves me 
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well, jointly by Australia and Britain, who chartered 
one of their polar vessels, the Megga. Would that 
answer your question? 

Q. Now, Mr. Viau, these vessels are only 
used for part of the year in the Baltic and the North 
Sea and that territory on agreement services between 
Denmark and Greenland. They are not used the year 
round there, 

MR. VIAU: They are not, for the Greenland 
service. 

Q. But they are used going into Petsamo. 

MR. VIAU: I would say mostly the Baltic 
in the winter. 

Q. And they use the service at Murmansk? 

MR. VIAU: I know it was done frequently 
during the war, 

Q. Do you thimk there is any possibility of 
an increase in year-round navigation in northern Europe? 

MR. VIAU: Yes, mostly in the Baltic and the 
northern section of Norway. I would say yes. 

Gr -tna Ss’ traffie™is on the increase. 

Mae vino? Les, 

Q. Is there any possibility that these ships 
will’be fully utilized in that service? 

MR. VIAU: We were given to understand at the 
close of winter navigation that the Lauritzen Company 
is now building two more re-inforced ships, at*no. biree 
to use them for their service on the Baltic to replace 
the ones which came to Quebec last winter and which 


have been earmarked already for the next winter season 
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on the regular schedule. 

Q. Apart from the Esquimault which has been 
constructed by Canada Steamship Lines, are there any 
Canadian re-inforced Pe ssaita? 

MR. VIAU: I understand one of the coastal 
vessels of the Clark Steamship Company is re-inforced, 
the Nord Voyageur. 

Q. In the work you and your assistants have 
done have you looked at the possibility of using Canadia 
re-inforced ships, say, the Frobisher and Tadoussac? 

MR. VIAU: The question has been considered by 
some navigation companies. 

Qer Andis .it feasible? 

MR. VIAU: I understand it would be feasible 
up to a certain latitude in winter, and one maritime 


agent in Quebec is considering the building of 


re-inforced ship, about 1500 to 2000 tons, for the 


in northern Canadian territories in the summertime. 
Q. You could probably lengthen the navigatio 
season at Goose Bay, too, by having re-inforced ships? 
MR. VIAU: I feel that way, sir. 


Q. These re-inforced ships have a heavier 


mM 


null. Do they require heavier machinery? 
MR. VIAU: T understand they dc. 

Q. And therefore their operating costs if 
are higher than those of non-re-inforced ships, are they 
MR. VIAU: I have no figures, but -- 

Q. You would think so? 


MR. VIAU: I would. think se, because the 


freight rates are a little higher for re-inforced ships. 
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Q. Can you give us an indication of how much 
higher? I understand there was a figure of 20 per cent, 
I think, mentioned at one time. 

MR. VIAU: It would be between 15 per cent and 
20 per cent, sir. 

Q. Now, could you tell us, perhaps, Mr. Viau, 
whether these arbitrary, over the ordinary freight rates 
are entirely due to the heavier costs, operational costs 
incurred by the re-inforced ships, or is it also due to 
the higher insurance rates on the ships going into Quebec 
in the wintertime? 

MR. VIAU: At present I would say that con- 
ditions are or, lately, were the same as at the beginning 
of the development of Fort Churchill. The insurance 
rates were high, and we feel they will come down, as 
they did for Churchill. 

Q. We know that Churchill is still complainin 
about higher insurance rates than they think conditions 
warrant in that region of Canada. 

MR. VIAU: Yes. 

Q. Ana would you expect your insurance rates 
would always be higher than the insurance rates in the 
summer in Quebec? 

MR, VIAU: I can say this, that the insurance 
rates - it was more or less of a test case of inquiry 
on our part on the shipment of lumber - the insurance 
rates for a re-inforced A-1 finish specification, 
registered with Lloyds, was the same in mid-winter, 
January and February and March, for Quebec as the rate 


on a class 2 ship on the St. Lawrence in the summer. 
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Q. When we are talking about insurance, 
are we talking about hull insurance now? Is there 
any additional cargo insurance premiuin? 

MR. VIAU: I was referring to cargo insurance, 
Sim. 

Q. What about hull insurance?. 

MR, VIAU: iereerec sl «ould Mot cay, 

Q. I understand it is higher? 

MR. VIAU: It normally should be. 

Q. Now, may I refer you, Mr. Bertrand, 
to paragraph 27 on page 6. You. say: 

"We, therefore, feel justified in asserting that 
Winter navigation on the St. Lawrence as far up 
as Quebec has been proven feasible and is an 
asset for our region.” 

Now, you are familiar - I have already alluded 
to the Esquimault which is operated by Canada Steamship 
Lines. They established a record this year by sailing 
into Three Rivers in January or February, I believe. 

MR. BERTRAND: Yes, sir, January. 

Q. Do you think that winter navigation is 
feasible as far as Three Rivers? 

MR. BERTRAND: We have made no study for 
Three Rivers. But we feel that progress cannot be stoppen, 
and we do not intend to stop it. 

Q. Do you think that there would be any extra 
costs, from looking at the situation, that a steamship 
company would incur by over-sailing Quebec to Three Rivers? 

MR. BERTRAND: I vegret I did not get your 
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Q. Apart from the distance costs between 
Quebec and Three Rivers, if a steamship company went to 
Three Rivers instead of Quebec, would there be any 
additional costs incurred by that steamship perhaps due 
to, oh, greater resistance offered by the ice? 

MR. BERTRAND: I have every reason so to 
believe, yes. 

a. So economically it would be cheaper 
for the steamship company ,in your opinion, to stop at 
Quebec and discharge its cargo there? 

MR. BERTRAND: I think you are right in sayin 
that. But from the point of view of the importer 
a expa@ter, there could be another story. 

Q. Now, for instance, on the Esquimault, the 
voyage she made to Three Rivers, she carried some steel 
for Montreal. 

MR. BERTRAND: Yes. 

Qy The railway rate from Quebec was 43 cents 
a hundred to Montreal. 

MR. BERTRAND: That I do not know. 

Q. That was my information. The railways - 
I think it was Canadian Pacific, - publish a rate om 
36 cents per hundred to Three Rivers, but I understand th 
the railways only got a very minor part of that shipment 
because most of it went by truck at 30 cents per huncrec 
pounds. 

MR. VIAU: Yes, you are perfectly right, most 
of it went by truck. When we were informed that the 
Esquimault was going to Three Rivers, we were told that 


that would be a saving for the Ville Marie centre, there 
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would be a saving, that they would effect a saving of 
$25,000, on the freight alone. 

Q. That sounds about right. 

MR. VIAU: And I feel, like our President, 
that if, in the future, more ships, even the re-inforced 
ones, go to Three Rivers, it will most certainly involve 
extra costs, I would say, not only to the company but 
maybe also to the government, because there are two 
factors that we have in Quebec which do not exist up 
the river. We have-.a tide, a rather high tide, that 
wilibreak the dice and shift it up and shift<‘it down. 
Furthermore, not .very far down Quebec there is salt 
water, which makes rather soft ice as compared to the 
blue ice, while above the Quebec bridge to Three Rivers 
you have soft water and very little tide. The 
proof is those jams we get at the bottleneck of the 
Quebec bridge which might, if they were not broken up 
at times, damage the piers. 

Q. You mentioned extra cost to the government 
if the ships went up to Three Rivers. What costs would 
they be? 

MR. VIAU: I suppose they would need extra 
services of ice observers. 

Qe That is aerial surveys, you mean? 

MR. VIAU: No, what they call the ground 
ice observers, like there are long the St. Lawrence 
for many years. All over the North Shore there are 
special observers turning in their report every day; 
and then Department of Transport, through the branch 
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Sydney will distribute these reports of both the observer 
on the ground, with territories overlapping, and the 
aerial reconnaissance which has been existing for many, 
many years. 

Q. And, in your opinion, these are unnecessar 
costs incurred at present, are they? 

MR. VIAU: No, on the contrary, they have been 
in existence for many, many years and they help our 
mariners. 

Q. I am still talking about the sailings 
between Quebec and Three Rivers. 

MR. VIAU: Ves; 

Q. You mentioned that there would be extra, 
costs incurred by the government. 

MR. VIAU: I may be wrong, but I feel that 
those ships during the usual, the average winter would 
need the assistance of icebreakers to open the road for 
them. 

Q. Do you feel that assistance would be 
warranted in view of the fact that Quebec is able to take 
the traffic without the additional assistance? 

MR. VIAU: A most difficult question to 


answer. a 


Q. When that steel cargo arrived in Three 
Rivers, it was forwarded, as I think you know, by truck, 
or a good deal of it was forwarded by truck,to Montreal. 
Did you have any active participation of the trucking 
industry in the forwarding of, say, some of the 
confectionery you got in Quebee last winter from Scotland 


that went to Montreal? 
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MR. VIAU: That I could not answer, sir. 

But I was told that the trucking companies must have 
moved about 35,000 tons this winter out of a total of 
about 200,000 coastal and ocean. Out of the 200,000 
tons altogether, you may consider about 18,100 tons 
only was coastal. 

Q. De you think that the trucking industry 
accounts for about 20 per cent of that traffic? 

MR. VIAU: nney Golda 6° 35,000) cous, 

Q. Is that participation of the trucking 
industry in export traffic and import traffic to and 
from Quebec increasing, or do you look forward to an 
increase of export and import traffic to and from Quebec? 

MR... VLAU ; | If we had petter rates than parity 
with the other ports. from the east, it would enable us 
to compete more with the American ports exporting our | 
Camadian goods. if the rates of both railways were 
a little more advantageous in our favour, I feel that 
the proportion of trucking compared to the total would 
diminish considerably. 

Q. To traffic to and from Montreal, parity 
hardly comes into consideration, because you have the 
option of moving your import and export traffic under 

MR. VIAU: TI was referring mostly to the 
southern section, from the southern section, sovthwestern 


Ontario, If we had better rates from Quebec from the 


fa) 


railways we could take away some of the traffic which 


is now being, diverted to certain ports. 


(Page 10493 follows) 
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Q. Now, you mentioned, Mr. Viau, you had 
come back from Copenhagen some time ago; did you go 
anywhere else in Scandinavia? 

MR, VIAU: No, I spent only five or six days 
in Copenhagen to complete the organization of the winter 
programme, 

Q. Do you happen to know whether ships going 
to the port of Petsamo in Finland pays ice charges? 

MR. VIAU: I know pertinently that there are 
ice charges in the Baltic. These ice dues are men- 
tioned in the annual publication, Canadian Shipping. 

If I understand correctly, what was explained to me, 
not in Copenhagen, but in Quebec City, these icebreaker 
dues or ice dues, are proportional; in other words, 

if an A-1 Finnish specification or an A-1 Lloyds comes 
intoxthesBaltic, let us say, she would pay 25 cents per 
ton, 

Q. That is per gross registered ton? 

MR, VIAU: I couldn't say which is which. 

If another ship, an ordinary ship, even Clas A-l summer - 
what the polar mariners call "tin cans" -- came in, then 

the charge for icebreaker dues would go up to 75 cents 

or even $1.25, possibly having in mind to discourage the 

ordinary ships from venturing into waters that belong to 

more powerful ships. 

Q. And these ice dues are levied for what 
purpose? What is the reason for charging these ice due 


on the reinforced ships, say? 


MR, VIAU: I have no definite explanation, bu 
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I would venture to think that it would cover part of 
the expenses that are being incurred to give them that 
assurance that if they are in ional they will be 
assisted properly. | 

Q. In your efforts to promote winter naviga- 
tion, Mr. Bertrand, you have undoubtedly been in close 
touch with the two railways, and the steamship companies 
and the trucking industry: have you had full cooperation 
from all of those ne 

MR. BERTRAND: I.can answer, "Yes"; 

Q. May I come back to paragraph 27 of your 
brief on page 6: Dr. Gobeil has already touched on some 
of these aspects of the proposal you make that Quebec be 
recognized as a national winter harbour, and I wonder 
whether I can follow Dr. Gobeil and ask you whether you 
think there should be more promotion by the National 
Harbours Board of Quebec as a year-round port? bs it 
being done now -- let me ask that question first? 

MR. BERTRAND: It is not being done now. 

Q. Do you think it should be done? 

MR, BERTRAND: We think it should be done, 

Q. By the National Harbours Board? 

MR, BERTRAND: yes, Mr. Commissioner. 

Q. Again, does the National Harbours Board 
provide full services ueteie eats of Quebec during the 
period of the winter? 


MR, BERTRAND: What Jo you mean by “full ser- 


vices"? 


Q. Well, are all the sheds open; are all the 
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personnel on duty that are required; do they have enough 
national revenue people there; are there enough health 
inspection people there? 

MR. BERTRAND: Because we asked for it, we 
obtained most of what we wanted, 

Q. You have no difficulties at all? 

MR. BERTRAND: Would you agree, Mr. Viau? 

MR, VIAU: yes, I would confirm your state- 
ment, but we feel after the proof that has been made for 
both the coastal and the ocean winter navigation, that 
there will be considerable increase next season, and 
that we shall be short of sheds, We intend to mention 
this again to the authorities. We consider that for the 
navigation companies using tne ports in winter that we 
had this year rather complete cooperation, 

Q. Mr. Bertrand, I have a question relating 
to paragraph 59 on page 14 where you talk about the 
segment of the C.N.R. which links Chicoutimi and Quebec: 
that highway, which you have told us is a very good 
highway -- is it accessible the year round? 

MR. BERTRAND: It is open the year round. 

Q. No difficulty at all driving over it in 
the winter time? 

MR, BERTRAND: No difficulty, with a few 
possible exceptions that are always being remedied 
quickly. 

Q. Have you any bus service between Chicou- 
timi and Quebec? 


MR, BERTRAND: There is, 
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Q. How long does it take? 

MR, BERTRAND: About three hours, 

Qe Do you have any air service between 
Chicoutimi and Quebec? 

MR. BERTRAND: It is to Bagotville, yes. 

Q. The bus service takes a lot less time 
and it can be had 365 days a year: do you think the rail- 
way might give consideration to abandoning the passenger 
service between Chicoutimi and Quebec and try and improve 
its freight service? 

MR. BERTRAND: This is a question I would like 
to study more fully before giving you an honest answer, 

Q. You have not been in touch with Canadian 
National? 

MR. BERTRAND: Not myself. 

MR, BALCH: Would you have any idea as to 
the roadbed? Ie notice. it, is only 35. miles, an, hourswsds 
that roadbed pretty bad up there, or are they keeping it 
up -~ the Canadian National -- that you could probably 
put faster trains on there? 

MR. VIAU: If I may answer that, I lived in 
the Saguenay for five years from 1926 when I was with 
the Aluminum Company in Arvida, and then two years in 
Chicoutimi as assistant port manager and secretary- 
treasurer of the Chicoutimi Harbour Commission, During 
that period I was also secretary of the Chamber of 
Commerce of Chicoutimi. I have heard during that 
period and ever since, remarks from the people living 


in the Saguenay and Lake St. John district to the effect 
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that the roadbed at least could be improved, because very 
few people can sleep on the night train, 

MR, BALCH: Well, I tried the same thing; I 
went by train one night and I could not sleep, ih Grove 
the next time, 

MR, VIAU: I understand this section of the 
country is a rather difficult one to maintain. We are 
going through mountains, and we are going up to a rather 
high elevation, The elevation of Jacques Cartier Lake 
is about 3,000 feet above sea level. 

MR. BALCH: Is that the lake --- 

MR, VIAU: The railway road is to the west. 
That is the highway we use going to Chicoutimi, 

MR, BALCH: Yes, I know. 

MR, VIAU: And with the development of 
the Chibougamau district and the new part of the 
Chibougamau section, we feel that the increase in revenue 
would, in my opinion, justify the necessary investment 
for improving conditions. Would that be enough to 
give an increase of traffic from the trucking industry 
‘<- I could not say. But, the general feeling is that 


improvements could be made, 


BY THE CHAIRMAN: 


Q. Mr. Bertrand, you have told us about 
this coastal shipping, and that until 1955 there was 
no experiment at all. 

MR, BERTRAND: That was the year when there 


was one -- the D'Vora,. 


Q. Is the D'Vora a ship with a reinforced 
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MR. VIAU: No. She is a steel Ship, but 
not reinforced, 

Q. Well, the next winter, although Clark 
Steamships have been getting a Subsidy, they never 
attempted to serve the North Shore until 49593 is that 
right? 

MR. BERTRAND: I think it is, 

MR, VIAU: The first winter it was Federal 
Commerce who had chartered the D' Vora. The second 
winter we were acquainted by Clark Steamships of their 
desire to go on coastal, and at the same time Maritime 
Agencies also decided to start coastal service. 

Q. We were in Quebec, of course, and heard 
some very interesting evidence, and the Commission was 
tremendously impressed with the efforts relating to the 
North Shore and the kingdom of the Saguenay, because what 
we are concerned with is what is best for Canada, and 
it struck us that there was very important information 
given us as to the North Shore and as to the Saguenay 
development, In that connection I may say that we had 
evidence in connection with the Lake St. John Railway; 
we had evidence as to the curves and as to the difficulty 
in getting up speed on that because of the grades, and 
sO on, 

MR, VIAU: Quite so. 

Q. One other question, Mr, Bertrand ; have 
you now the facilities for loading and unloading, and 


labour forces, and so on, at Quebec? Would it cost 
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any more money to put a port there in the winter time? 

MR, BERTRAND: Well, so far -- would you 
like to answer that, Mr. Gourdeau? 

MR, GOURDEAU: Mr. Chairman, at the proper 
time for coastal navigation we have all the facilities, 
in my opinion, to load and unload the ships, and the 
crane -- I think it is 75 tons -- is still operating in 
the winter time, and has been for two years now, We 
have all the stevedore equipment and the stevedores, and 
we can give very good service in the winter time as in 
the summer time, 

Q. Well, across the country we have had 
various suggestions made to us as to new services and as 
to new developments, but nearly always it is accompanied 
by the necessity of some expenditure of public money of 
some kind: that would not be necessary here, as I under- 
stand it? 

MR. BERTRAND: I don't think it would be neces 
sary, Ee eeey to follow the normal rate of progress. 

Q. What you are suggesting is that this is 
not a mere dream -- it is high in the sky? 

MR, BERTRAND: Anything but a dream, 

Q. It is now feasible, in the interests of 
this country, that Quebec be developed as a winter port? 

MR. BERTRAND: IGeis acdream, but a kind that 
can come true, 

Q. A practical dream? 
MR, BERTRAND: yess 


Q. You would say, as I understand your 


| 

| Sdaoq rsdntw sas beqoleveb od sodsuf tent yyrdnwed atde| 
i : 
/ 

f 


eeHol . 


contd vedaiw edd at svedt txoq 8 dng ot yorom tom 
voy Hivew «~ astoe .ifew  :GMAATHIa . 7M 
cussbyod .1M .tedd vowens of oNEL 


yagorg sit 3s «teat sO aM 4 «~©= «- sUARCRUOD. LAM 


= 


~aelcifios? end IIe eved ew noltagiven {ssesoo oY omit 


oft bie ,eqirle edd beoloy bas bsol of ,aoknkqooya ne | 


| 
| 
ait anttverego [Lite al -- enod cy ef 3t waotds I a 
oW ,wot afsey ows "10T mead bios bos ,omit retatw edt i 
| bie ,poerobevode on¢ bas dnemgivps exrobeveta ey {is eved 
| nit.es.omks Bikes til eft af soivres booy yrov ovig 185 Sw” 
| | Lomtd rommye ote | 
beni ovsd aw prdnuop snid a ffsw PD | 
as bas asohvies wan of BB BL el aieaicia i avotrey 
| betnsqmooos al ¢t syswis yLisen stud | ceveomqo reve won of 
to yonom otfduq to sxusibaegxe shoe To yttessoon ended | 
~yebau I es ,otorl a sd tom bilyow Sade + baky ene | 
‘SL Bassa | 


esspon Sd Dbivow tl NatAg g'nob I ‘(WMARTARE JAM 


=—— ee 


| 
.sepygorg to stsey fenrton sat wollot of Yqooxs’ ,yi1ed 


at eldd derd at gnistesggve ors voy gadW” LD 
{yNe edd of deta el tf -- mssrb sTem 8 fon | 
smesrh 6 dud aniddyad :(UARTAGa .AM 


yo etgeoretnt end of ,sidiesel won al II ) 


Jedd boin s ted uusesth s at ¢t r:QWARDAGE .AM <tr Ae 
| , suas BMO nso” 
‘msetb [softosig A 2. 
~aoY :CWMARTARE . AM 
soy basteteba, I sa .yae blvow woY <9 7 


ANGUS, STONEHOUSE & CO. LTD. Bertrand, Viau 10500 
TORONTO, ONTARIO 
(Chairman ) 


evidence, Mr. Bertrand and Mr. Viau, that in the matter 
of two products -- that is, aluminum and asbestos -- that 
there would be more Canadian aluminum and asbestos sold, 
and our foreign trade would be that much increased if 
this port were a winter port? 

MR, BERTRAND: This 1s our conviction, 

Q. And your study shows that? 

MR, BERTRAND: | yes, it does, Newsprint 
goes with this too, 

MR. COOPER: Me. Chairman, I don't think 1% 
hppears clearly on the record as to what position Mr. 
Viau has in the organization, and, I think, for the pur- 
poses of the record, it would be useful to have that 
information, and also as to the last gentleman who has 
just given some evidence. 

THE CHAIRMAN: Well, Mr. Bertrand could 
indicate the position of each member of the committee 
for the record. 

MR, BERTRAND: yes, Mr. Chairman, Mr, Viau 
is the Director-General of the Industrial and Trade 
Bureau of Greater Quebec. Mr. Gourdeau is a member 
of the committee that prepared this brief. Mr. Gagne 
and Mr. Caron are both members, at the administrative 
level, of the staff of the Industrial Bureau. 

THE CHAIRMAN: Thank you, 

MR. VIAU: Mr. Chairman, may I beg of you 
the favour of adding just one thought: we have from 
Quebec and in Quebec quite a large number of marine 


terminals for the big o11 and gasoline companies. we 
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had the very comforting experience this winte1 to receive 
from the refinery near Halifax, in winter, and all winter, 
a reinforced tanker called the Maple Branch, She 

came to Quebec on two or three occasions and unloaded 
during full winter at their marine terminal in Silery, 
down the beach, each time about 1,500,000 gallons of 


fuel oil or gasoline, 
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2 It has been suggested to us that the economy of both 
3 the maritimes and the province of Quebec and the North 


Shore in this particular respect have a great deal in 


4 
common. To develop this observation I took the liberty 
; of calling Mr. Casey Irving of Saint John. 
é THE CHAIRMAN: We have heard of him. 
7 MR. VIAU: I happen to know him well. At 


8 my request, answering one of my telegrams he said, "Yes, 
9] I would be interested in going to Quebec and the other 
10 ports along the St. Lawrence from the North Shore to 


Quebec to deliver oil to my marine terminals like Mont 


11 
Joli and other places. if our re-inforced tankers have 
12 
the proper assistance." I am sure that as soon as this 
13 
is possible for the Irving 011 they will come to Quebec with 
14 


re-inforced tankers. In fact, I might add that knowing 
15 that Lawrences had three or four re-inforeced tankers, 
16 it was suggested we approach them to charter them and 
17 we had the most comforting answer from Mr. Irving that 
18 one re-inforced tanker was being designed by his interests 
and that, of course, we could not request that it should 
be built-in the Quebec shipyard but it may be in the 
Saint John. That means that probably this ship will be 
in service not next winter but in a very short 
This is a very important point to our economies on 
account of what might have been considered in the past, 
we think that this is an item, a very definite item of 
friendship in the valley of the St. Lawrence up to Quebec 
City. 

THE CHAIRMAN: Thank you, gentlemen, for 


coming here. We hawe to consider all aspects of 
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railways play but the trucks and water and air also 


w 


1 
2 transportation and we do recognize the part that the 
play a part and.we must give consideration to them. 
Thank you very. much, 

MR, BERTRAND: Thank you very much. On behalf 
of our Bureau I would like to thank you and the 
Commissioners and all the counsel for the fairness of 
all the questions and the spirit of understanding that 
came with it. 

THE CHAIRMAN: Mr. Hume, having regard to the 
fact that it is now ten minutes to twelve, perhaps it 
would be best if you start your brief at 2 o'clock. 

MR. HUME: I have about five minutes of 
preliminaries,and if you would like me to do so, I-would 
be very glad to dispose of the preliminaries and then we 
can startein at 2 oteclock. 

THE CHAIRMAN: Very well. 

MR. HUME: Mr. Chairman and honourable members 
of the Commission, before commencing the presentation 
of our submission, there are three things that I should 
like to do which will only take me the few minutes avail- 
able.before. lunch. he first is to introduce or to 
advise the members of the Commission that in the submissi 
that has been filed with the Commission that there have 
occurred a few errors which have been picked up in review, 
Rather than take the time of the Commission in reading 
these errors into the record, they will be correeted as 
the submission is presented and I would like to give the 
Secretary several copies of this list so that those who 


have the brief may put in the necessary corrections. 
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These are largely errors of a typographical or spelling 
nature. 

The second thing I would like to do is to 
place on the record a correction or some corrected infor- 
mation that arose out of some figures placed before the 
Commission in Halifax to which Mr, Commissioner Mann 
had reference. Unfortunately I was not there myself but 
the submission was presented, the regional submission was 
presented at Halifax on November 13, 1959, and commenced 
at page 779 of volume 6. At the bottom of that page 
there is reference to a table which, however, was not 
taken into the record, possibly because Mr. Mann had 
indicated there were certain errors in it. I would 
like to very briefly read into the record the corrected 
table, so it is on the record, As corrected it reads 
as follows: 

RAILWAYS 


in thousands of ton-miles 


Agricultural Products 26,425 
Animals and Animal Products 9,871 
Mine Products 425,315 
Forest Products 184, 9444 


Manufactured Products and . . 
Miscellaneous 400,134 


ane third thing I should like to do is to 
introduce the gentlemen who will be presenting the sub- 
mission on behalf of the Canadian Trucking Associations 


and J would first of all like to introduce Mr. John A, D. 


rt 


Magee who is Executive Secretary of Canadian Trucking 
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Associations Incorporated, Mr. Magee is a resident of 


Ottawa where the Association has its head office, 
Mr. Magee was educated at Upper Canada College in Toront 
and at Appleby College in Oakville. He joined the staf 
of Canadian Trucking Associations ‘in January, 1947, in 
Toronto as Director of Public Relations and in September 
of that year was appointed Executive secretary, the 
position he now holds. He has appeared as spokesman 
for the Canadian Trucking Associations for previous 
Royal Commissions and parliamentary boards and commissions. 
Starting at 2 o'clock Mr. Magee will present the brief 
on behalf of the Canadian Trucking Associations. 

The second gentleman I would like to introduce, 
who will be available for cross-examination ig 
Mr. George B. Montague who is sitting on my right. 

MR. SINCLAIR: Where is he from? 

MR. HUME: if Mr, Sinclair will just be 
patient he will soon find out. Mr. Montague is with 
Applied Research Associates which is a firm of consultin: 
economists and who have assisted C. P. A. in the prepar- 
ation of this prief. And now for the part that 
Mr. Sinclair is waiting for so anxiously; he is a gradua 
of the University of Manitoba in economics and he holds 


1 


the degree of Bachelor of Arts. 
THE CHAIRMAN : We have been plagued with 
Manitoba, 
MR. HUME: He is a graduate of the Manitoba 
Law School and holds the degree of Bachelor of Law and 


@ member of the bar in the province of Manitoba and also 


Ontario. Mr. Montague also holds a certificate in 
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business administration from the London School of 

Economics and when the brief is submitted and any questiohs 

arise with respect to the economic aspect of the brief, 

Mr, Montague will be available to answer those questions. 

Now we can commence at 2 o'clock if that is satisfactory. 
THE CHAIRMAN: Yes, Mr. Magee will be on at 


2 ofclock. 


---Luncheon adjournment. 
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---On resuming at 2.30 p.m. 


SUBMISSION OF 
CANADIAN TRUCKING ASSOCIATIONS, INC, 


Appearances: 


Mr. M. Magee Executive Secretary 


MR. F. R. Hume Counsel 


Te es ae: 


THE CHAIRMAN: Very well, Mr. Hume, 

MR. HUME: Mr. Magee, in making your submis- 
sion would you be good enough to explain the organization 
and impartance of Canadian Trucking Associations, 

MR, MAGEE: Mr. Chairman and Commissioners, 
Canadian Trucking Associations deeply appreciate the 
opportunity of submitting the views of the trucking 
industry on the problems before your Commission, 

The Association is the national federation 
of provincial trucking associations. Our submission has 
been unanimously endorsed and authorized by all of the 
provincial associations, as follows: 

Maritime Motor Transport Association 
Trucking Association ¢ Quebec 


Automotive Transport Association 
of Ontario 


Manitoba Trucking Association 
Saskatchewan Trucking Association 
Alberta Motor Transport Association 


Automotive Transport Association 
of British Columbia 


Active membership in provincial trucking 
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associations comprises: 
(1) "For hire" intercity carriers, whose operations 
include city pick-up and delivery; 
(11) “For hire” cartage operators, providing 
Local an pera within urban areas; 
G21.) Privately-owned trucking fleets. 

The majority of the active members of the 
provincial associations consists of “for-hire" intercity 
earriers, and it 1s this part of the Canadian trucking 
@naustry which is affected by your terms of reference, 

MR, HUME: Now, will you please outline the 
interest of the trucking industry in Canada in this 
inquiry? 

The transportation industry is affected, to a 
very large degree, by government policies resulting in 
direct or indirect subsidization, regulation, or taxa- 
tion of carriers. Furthermore, almost any action of 
the government which affects one of the competitive 
transport industries is bound to affect other industries 
providing identical, similar or even dissimilar trans- 
port services. 

Transport industries in this country are 
both complementary and competitive. Certain types of 
traffic are more suited to one mode of transport than 
to another, On the other hand, there are types of 
traffic for which two or more transport industries 
compete, It is impossible to establish an a priori 
division of ‘spheres of influence” of different transport 


industries -- it is impossible to define once and for all 
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certain conditions which would make a particular traffic 
an exclusive preserve of highway, railway, or water 
transport. The complexities of the economics of 
traffic movement resulting from interdependence of 
such factors as length of haul, size of shipment, loading 
characteristics, speed requirements and directional 
imbalance would frustrate any attempt at a neat classifi- 
cation of transport markets. In additionl to these com 
plexities, the very existence of technical progress on 
one hand, and changes in cost patterns on the other, make 
any statement true today liable to be outdated tomorrow, 
The market for transport services in Canada 
is either actually or potentially competitive; therefore, 
any policy which affects any one of the transport 
industries must affect all of the others, This state- 
ment is particularly true of the rallway and highway 
transport industries. ‘The extent and the growth of 
rail-truck competition is one of the major factors in 
the Canadian transport scene, Therefore, Canadian 
Trucking Associations considers it its duty to appear 
before this Commission to present the views of the 
"for hire" trucking industry, and to assist the Com- 
mission in examining the effects which any recommended 
policy may have on highway transport and on the numerous 
industries highway transport is serving. 
MR, HUME: What are the views of your 
Association with respect to the development of a 


satisfactory transport system? 


A. Development of a sound and economic 
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transport system is one of the major conditions of this 
country's economic growth and cohesion, The changing 
structure of Canadian transport makes a periodic review 
of transport problems a necessity if the national trans- 
port policies are to keep pace with economic changes, 
However, the basic problem which has faced all Canadian 
transport inquiries in the past, and which faces this 
Royal Commission, is inherent in the geography of the 
country and the different competitive positions of the 
various regions as far as their access to markets is 
concerned. Every increase in transport costs is bound 
to have its greatest effect upon the areas located 
furthest from the markets. Also, the different levels 
of prosperity and rates of growth of our various areas 
affect the development of their local markets, These 
matters are facts of geography and economics, and they 
can be neither ignored nor changed, although some of the 
ill-effects can be modified or counterbalanced. 

Canada's transport policy has been associated 
particularly with this problem of geography. Although 
access to major markets is important to the economic 
development of different areas of the country, it is 
not, however, the only factor determining the economic 
growth or level of general prosperity. The adverse 
effects of rising costs of access to major markets may | 
be compensated by other developments which would im- 
prove the competitive position of the producers -~- or 
consumers -- in the so-called “yeripheral areas" of the 


country. The problems of each area have their own 
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special characteristics, and often require specific 
solutions. nnererore, Lt ls difficult -- if not impos- 
sible -- to develop one single doctrine which, if applied, 
could correct the economic difficulties of the various 
areas of Canada, 

In the transport field, however, it appears 
to us that certain general problems may be defined and 
that general principles for developing a solution to 
those problems may be established, 

MR, HUME: What are the views of Canadian 
Trucking Associations on some of the problems of 
transportation in Canada? 

A. In our opinion the major problems facing 
Canadian transportation today are: 

(i) The secular tendency towards higher costs 
is reflected in the general trend towards 


higher rates, which naturally produces a 


heavier relative burden on longer-haul 

eraLrric, 
(A3-) The general tendency towards higher costs 
has been partially counterbalanced by the 
results of technological progress, The 
impact of higher costs and technological bene- 
fits has been different in different trans- 
port industries and, as a result, there has 
been a shift of competitive advantages, which, 
in turn, has made the old established pattern 
of transport services obsolete; has created 


stresses and strains on older forms of 
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transport, notably the railways; and has 

affected certain communities and regions, 

(Ait) The increase in the extent and scope of 
competition in transport has produced sig- 
nificant benefits to consumers in terms of 
better service and lower rates, Thus, the 
increase in competition has been the strong- 
est countervailing force to the general ten- 
dency of rate inflation. The preservation 
and further spread of these competitive 
benefits has thus become a desirable factor 
in national transport policy. 

(iv) The changing structure of Canadian transport 
and the emergence of new competitive elements 
require a revaluation of the methods which 
can best assure the realization of the 
constant and paramount aims of national 
transport policy: efficiency and soundness 
of transport systems, promotion of national 
economic cohesion, and achievement of high 
and more uniform levels of prosperity 
throughout the country. 

As we see them, these are the problems which are before 
the Commission, 

Q. In the view oz: Canadian Trucking 
Associations are there any fundamental principles on 
which to proceed towards a solution? 

A. We believe that fundamental principles 


on which to base solutions to national and regional 
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transport problems should be: 
CL) Efficiency: the assurance that the full 
service potential of all transport media 
will become available at least cost 
to the consumer and at the least long-run 
cost to the taxpayer, 
gg Encouragement and preservation of competition; 
since competition in itself is the most potent 
factor in assuring maximum economy of 
operations and maximum choice to the 
customer it should be encouraged, and, if 
endangered by potentially monopolistic prac- 
tices, it should be protected. In no way, 
either “directly or indirectly, should the 
development of competition in transport be 
blocked, 
CiLi’) The geographical and economic handicaps of 
the outlying regions of the country should 
be alleviated as far as possible and at 
minimum long-term cost to the taxpayer. 
Any assistance, direct or indirect, must be 
aimed only at helping the consumer or the 
producer in the regions where such assis- 
tance is deemed necessary. 
Canadian Trucking Associations maintains 
that the specific goals of the Canadian trucking industry 
are consistent with what we believe are the sound 
principles on which national transport policies should 


be based. Our aim is to assure that the trucking 
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industry is treated fairly and that it is permitted to 
develop to the full extent that its natural competitive 
advantages will allow. We shall enleayour to demon- 
strate that the effects of the trucking industry's entry 
into the field of Canadian transportation has been bene- 
ficial to the consumer and to the producer both by in- 
creasing the scope of transport services and by causing 
competitive reductions in the general level of rates, 
Furthermore, we shall demonstrate that competition in 
the transport industry has a continuing history of 
growth both in the range of products carried under com- 
petitive conditions and the length of haul. Although 
the competitive potential of our industry has been 
growing and in all likelihood will continue to grow 

in the future, this situation must be protected by the 
avoidance of any discriminatory subsidy policy in 
respect to transport and by the prevention of any pos- 


sible monopolistic action by other forms of transport. 


(Page 10517 follows) 
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Q. Now, Mr. Magee, the next section of your 
submisssion deals with the trucking industry. Would | 
you be good enough to give this Commission an cepeenien 
assessment of the trucking industry. 

A. In this section of the submission, we will 
present an economic assessment of the trucking industry, 
its importance, its inherent advantages and problems. 

The presentation of the trucking industry's 
economic picture is seriously handicapped by the relative 
paucity of reliable statistical data, a fact which resultjs 
largely from the complexity of the industry's structure 
and its relative "youth". This statement must be 
qualified, however, by pointing to very good progress 
which has recently been made by the Dominion Bureau of 
Statistics, where work on the improvement of trucking 
statistics has received the full co-operation of the 
trucking industry and its associations, provincial and 
national. Another problem facing us in the difficulty 
of applying to an analysis of the trucking industry some 
of the concepts developed for railway transport. This 
makes it difficult to produce a more satisfactory indice 
of our industry's importance and progress. 

It cannot be stressed too strongly that the 
trucking industry in Canada is a fast developing industry, 
with its structure constantly changing. Therefore, any 
analysis of the industry must necessarily be conducted 
in terms of "economic dynamics" -- a heavy stress must 
be put on the development of trends over time, rates of 
growth, and analysis of factors generating change. 


As a starting point of our analysis, we should 
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like to quote from a recently delivered paper on 
"Statistics and the Study of Road Transport" by G. A. 
Wagdin, Director, Public Finance and Transportation 
Division, Dominion Bureau of Statistics, Ottawa, prepared 
for the 40th Annual Convention of the Canadian Good Roads 
Association, September 22-25, 1959, at Vancouver. In 
this paper, Mr. Wagdin states: 

"Up until 1947, railways carried the largest tonnage 
of goods of any type of transport in Canada. In 
that year railways moved 176 million tons in compar 
son with 161 million shipped by trucks over high- 
ways. However, between 1947 and 1952 railways 
lost this lead to truckers, By 1952 road 
transport moved 226 million tons compared with the 
railway total of 185 million and by 1957 trucks 
were hauling 294 million tons while railways moved 
197 million tons. In relation to the total amount 
of goods transported in Canada during 1957, rail 
accounted for 31 per cent while road equalled 46 
per cent." 

Out of this tonnage, 126,262,000 tons were 
carried in 1957 by "for-hire" trucks. Tonnage of 
freight moved by "urban" trucks does not appear to have 
been included ae the figure of 197 million tons moved 
by truck. 

Q. Now, Mr. Magee, I understand that there 
are certain objections to measuring development by 
weight alone. Would you just indicate what those 
objections are? 


A. Yes, Mr. Hume. 
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Admittedly, the weight of goods carried is not 
a fully satisfactory measure of work performed by a trans- 
port industry. Distance is, of course, another factor. 
Therefore, a ton-mile measure, being a combination of 
both weight and distance, may appear to give a better in- 
Gication of work performed. On the other hand, the 
ton-mile measure, which is recognized as the best indi- 
cator of output of any transport industry,and which is 


quite suitable as an index of output changes of the 


J 


industry or any particular part of it, has severe lim 
tations if it is used for the comparison of outputs of 
two dissimilar transport media, each with its own partic- 
ular service patterns. Ton miles performed are an indi- 
cator of the net output of the industry; this d oes not 
necessarily correspond to the value of the product which 
different transport industries sell to the customer, 

or to the production unit of different industries. 

Q. Would you please explain further by 
reading in the foot-note? 

A. Yes. By way of further explanation, the 
production unit of the railways is a car-mile, which is 
considerably larger than the production unit of highway 
transport, which is a truck-mile. A shipment which 
represents a full truckload to a highway carrier 
represents less-than-carload to a railway. From the 
customer's point of view, a unit of sale is a shipment 
from the point of initial origin to the point of final 


t. 2 


destination, scheduled to move within a certain time 


limit, even if such a time limit is only implicit in the 


contract of carriage. 
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Q. What about comparire operating revenues? 
A, If conditions of perfect competition exist 
in transportation, the comparison of operating revenues 
of different forms of transport would reflect the con- 
sumers! valuation of true advantages of the services 
provided. However, in view of monopolistic elements 
in the rate structure, and certain distortions which 
exist, operating revenues are only an approximate indi- 
eator. 
This is again Mr. Wagdin's speech. 
"Operating revenues for the total "for-hire" 
trucking industry in Canada which first became 
available in 1957 amounted to 381 million dollars. 
This is about one--third of railway operating 
revenues from freight and express services which 
amounted to 1,1 billion dollars in that year." 
(Wagdin, Op. cit. P.11) 
if ton-mile figures were used to describe the 
relative levels of physical production of trucking am 
railways, the following picture would be presented: 
Railways in 1957 produced 71,047 millions of ton miles, 
"for-hire" trucks in the same year produced 4,667 million 
of net ton miles, 
Thus, using the three indicators of the relat- 
ive importance of rail and truck transport, the following 


results are produced: 
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1957, RAILWAY AND TRUCK TRANSPORT IN CANADA 


Indicator Railways Trucks 


('for-hire ' ) 


Tonnage handled 


Ctaoo-t) .- - 197,010 126,262 
Freight Revenues 

($*000, 000) 1,100 381 34.6 
Ton-Miles 

('000, 000) Ti, O17 4,667 6.6 


source: - Wagdin, Statistics and the Study of 


Road Transport, 


Even a cursory examination of the above-noted 
indicators shows the inadequacy of any one of them, 
taken separately, for the purposes of inter-industry 
comparisons, 

Q. What historical data is available to 
complete this Plorbiina? 

A. No historical series are available for the 
‘for-hire' trucking industry which would make it possible 
to establish long-term trends, The best estimates 
available today are contained in Mr. Wagdin's paper, 

For the purpose of tracing road transport's development, 
Mr. Wagdin used data combining 'for-hire' and private 
intercity trucks. if such estimates are used for 
tracing the growth of conmercial road carriers, the 
result produced would tend to under-estimate the growth 
of commercial trucking. With these qualifications, the 
results of such estimates converted into an index are 


produced below: 
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GROWTH OF ROAD AND RAIL TRANSPORT IN CANADA 


1947 = 100 
Year Freight Carried (tons) Ton-Miles Produced 
R K 


ailways Trucks Railways Trucks 
1947 100ar 100 100 100 
1952 105.4 140.9 113.8 206.6 
1957 £1252 182.9 118.1 247.8 


Source: Indexes calculated from data contained 


in G,. A, Wagdin, oOpssclts 


The following comments should be made on these 
results: 

i. 'For-hire' trucks in 1957 represented 43 
per cent of tk total tonnage carried by all trucks, 
excluding private urban; 

ii. ‘'For-hire' trucks in 1957 represented 56 
per cent of ton-miles carried by all trucks excluding 
private urban; 

iii. The greater growth of ton miles produced 
than tons carried indicates the increase in the average 
length of haul. 

The estimate of the trucking industry's recent 
growth can be obtained only from the five provinces 
for which the Dominion Bureau of Statistics has conducted 
traffic surveys since 1956, 

Q. Will you give those five provinces? 

A. Those five provinces are British Columbia, 
Alberta, Saskatchewan, Manitoba and Ontario. 


Q. Thank you. 
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A. Those five provinces represent together mor 
than three-quarters of the trucking industry's output and 
therefore can be regarded as a. fair indicator of the 
industry's growth trends, Furthermore, by taking all the 
traffic -- traffic generated inside and outside of the 
provinces -- an even larger coverage is achieved, which 
makes the trends developed more representative, 

For example, Ontario traffic figures for intra- and 
interprovincial traffic, also reflect traffic carried by 
Ontario registered trucks in Quebec, the maritimes, etc. 

The tables below present the results: 

Fue Average Distance Travelled 

An increase in the average distance travelled 
indicates the relative increase in the competitiveness 
of trucking for medium or even long-haul traffic... It 
must be remembered that the average distance is not equi- 
valent to the maximum distance of truck operations. In 
Ontario, for example, concentration of population and 
industry within a short radius of the main centres 
weighs the average down. 


AVERAGE LENGTH OF HAUL 


in miles 
Province 1956 1957 1958 
British Columbia 3526 344 43.2 
Alberta 49.9 47.7 57.6 
Saskatchewan 147.2 153.0 178.5 
Manitoba 184, Ri7<7 268.3 


Ontario 53.0 56.8 64.1 
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The above table indicates Strongly that truck- 
ing can no longer be regarded as a Shortehaul industry, 
The impact of truck competition, either actual or poten-~ 
tial, is spread over a wide range of commodities, zee 
regarded as low valued commodities, and over a wide ' 
range of distances. As shown in the previous cone 
the average length of haul has been steadily increasing, 
Consequently, the impact of trucking on medium and long 
haul traffic markets must necessarily increase, 

Another approach to the problem of measurement 
of the impact of the trucking industry on medium and long 
haul traffic markets is through the comparison of the 
average. length of haul of railway traffic carried under 
agreed charges, As agreed charges are, to a large extent 
a result of trucking competition, the table which follows 
showing the increase in the average length of haul of 
traffic carried under agreed charges, confirms the 
increase in the length of haul in the trucking industry, 
although it is to be noted that other factors have also 
contributed to the increase in the average agreed charge 
length of haul. 


AVERAGE LENGTH OF HAUL OF RAILWAY 
TRAFFIC CARRIED UNDER AGREED 


CHARGES, 1949-1958 
Year Average length of haul miles 


1949 94 
1951* 96 
1952 ace 
e203 134 
1954 207 
bs ba Sag 
1956 324 
1057 Vie 


1958 348 
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\ 
*January, April, July sample 
Source: Canada, Board of Transport Conmissioners|, 


\ 
Waybill Analysis, 1949-1958, 


Be Average Load 

The significance of the average load statistics 
is that they indicate the trend towards using larger and 
more efficient equipment. Average load is, therefore, 


one of the indicators of eost reducing trends, From 


Oo» 


the general public's point of view, this trend is reflect 
in the increasing price competitiveness of the trucking 
industry, and the extension of the range of traffic. for 


which trucks compete with the railways. 


AVERAGE LOAD TRENDS: INTERPROVINCIAL 
AND INTRA-PROVINCIAL TRUCK MOVEMENTS, 
SELECTED PROVINCES, 1956-1958 


in tons 

Province 1956 1957 1958 
British Columbia G65) 9.5 8.8 
Alberta o.4 9.4 LO Ge 
Saskatchewan Syl: 8.4. 9.2 
Manitoba yoy oul 9.8 
Ontario 9,8 sepa 10,8 


Source; Dominion Bureau of Statistics, 
Motor Transport Traffic 


SCAtLLStICS< 


C. Size of the Firm 
The trucking industry has developed from a great 


number of small firms. Indeed, the typical highway 
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carrier during the ee era of the imustry's 
development was a small one or two truck operator with 
a minimum of capital, Today, the driver-operator 
firm still exists and performs important functions, givin 
&@ personalized service and specializing in meeting par- 
ticular needs of the community it serves, However, othe 
trucking firms have grown considerably, through re- 
investment of profits, amalgamations and financing, In 
fact, the spectacular growth of the trucking industry 
would not be possible without the growth of larger 
trucking operators. In a@der to compete for long distanc 
and high density traffic, a large organization is neces- 
sary. In order to cut costs and become price competitiv 
with the railways, the trucking industry has had to 
become very efficient and attempt to realize all 
potential Orono ea: 

From the customer's point of view the growth 
in the size of the firm has brought not only advantages 
of increasing range of services and lower rates but also 
important improvements in the quality of service, namely 
Speed of handling, frequency of service and reliability. 
If potential competitive developments in transport are 
considered, the growth in the scale of highway operations 
must be appreciated. (This does not imply that small 
companies are neccessarily less efficient; on the con- 
trary, a number of very efficient firms exist, operating 
important regional services whose size, es measured in 
terms of annual gross revenue, is in the range of 
$100,000 - $250,000. In view of the heterogeneity of 


the industry it is impossible to state that a certain 
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Size of firm is necessarily optimum, It is possible to 
say, however, that the growth of large firms permitted 
the industry to offer with increased efficiency a wider 
range of services. 

In the following tables, an attempt will be 
made to present some objective indicators of the growth 


of trucking firms in capacity and capitalization. 


FLEET CAPACITY, COMMERCIAL TRUCK 
OPERATIONS - 1946 - 1957 


Year Number of Carriers Total Estimated Average Capacilty 


Reporting (1) Fleet Capacity per. Teuckineg 
Pee ae ee Ser Fo) Firm 
Tons 
1946 467 43,811 9,381 
1947 510 51,819 10,461 
1948 een 55 567 9,308 
1949 622 60,500 9,727 
1950 718 71,480 99955 
1951 810 83,802 10,346 
1952 908 HG esiesll als) Lisses 
L>3 951 122,256 12,05° 
1954 G48 113, 748 13,414 
Lhe 912 220 fen 14,04 
1956 871 142,632 16,376 
1957 768 153,286 19; 
Source : Dominion Bureau of Statistics, 


Motor Carriers, Freight~Passenger, 
1946-1955, and Motor Carriers, - 


Freight, 1956 and 1957. 
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(1) Carriers with gross annual revenues of 
over $20,000, Due to annual variations 
in statistical coverage, total figures 
are less reliable than the derived average 
On the other hand, due to an improvement i 
coverage, the trends thus derived tend to 
under-estimate the growth of the average 
finds Bg «18 

(2) Estimated from Dominion Bureau of Statisticls. 
WD. Clive 

Further analysis of fleet capacity figures 

reveals that with the increase in fleet capacity a 
definite shift in fleet composition has taken place, 
the importance of semi-trailers and trailers increasing 


relatively to that of trucks, 


CHANGE IN FLEET COMPOSITION, 1946-1957 


Year Total estimated Estimated capacity Trailers and 
capacity of report- of trailers and semi-trailer 
ing carriers semi-trailers as % of the 

Tons Tons 


Boca 


1946 43,811 26,083 
1947 51,819 32,016 
1948 Sey 33,041 
1949 60,500 BT tae 
1950 71,480 46,162 
1951 83,802 57,169 
-oD2 103,173 72, 838 
1953 122,256 92, 788 
1954 113, 748 88,359 
2955 128,227 100,255 
1956 142,632 113,805 


1957 153,186 124,583 
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source: Estimates derived from Dominion 


Bureau of Statistics, Op. Cit. 


The significance of the analysis is this: 
Trailers and semi-trailers are the only equipment which 
can be used for economic long haul movement; their 
increase, both in absolute and in relative terms, 
indicates the growing ability of highway operators 
to engage in long distance traffic, Thus the 
statistics indicating changing composition of the fleet 
confirm independently the previously quoted data on the 
increasing length of haul, 

The increase in fleet capacity is not the 
only factor in over-all increase of efficiency and growth 
af a modern trucking firm, In addition to the vehicles, 
considerable investments have been made in terminal and 
warehousing facilities, as well as in overhaul and 
maintenance facilities, In those two fields, large 
economies of scale are pronounced and possibilities of 


improving service are particularly great, 
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In addition to analysis of available statis- 
tical data, intensive field studies have been eomauceed 
by Canadian Trucking Associations, the results of which 
are presented in an Appendix to this submission; 
broadly, they confirm the trends derived from the 
statistics presented here, 

The table below presents the increase in 
capital invested in an average trucking firm; averages 
again are being used in order to indicate the growth of 
trucking enterprises, as well as to eliminate distortions 


due to varying statistical coverage. 


INVESTMENT IN TRUCKING INDUSTRY 


year Gross Investment per Gross Investment per 
Firm Employee 
1946 52,696 4,060 
1947 59,416 2,012 
1948 59,724 2,658 
1949 67,624 2,892 
1950 74,855 3,431 
ite 80,707 3,903 
1952 90,720 4,185 
1953 110,695 4,985 
1954 125,624 5548 
1955 145,457 Dy ISS 
1956 175,239 6,406 
1957 222, 048 6,728 


Source: DBS, Motor Carriers - Freight Passengers 


Note: Data relate to carriers with revenues of 
$20,000 per annum and over. 
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Growth of the Industry: A number of miscon- 
ceptions exist as to the pattern of growth shown by the 
trucking industry, and the reasons for its growth. It 
is sometimes alleged that the industry developed because 
of the over-pricing of railway services on high-valued 
commodies, an over-pricing necessary to carry low-value 
traffic. This is, of course, the “creaming the traffic" 
argument. This argument cannot be accepted, Those who 
use it as an eplanation of the @velopment of highway 
cook commit an injustice not only to the trucking 
industry, but to the railway regulatory agency and rail- 
way managements. The fact is that the fastest growth 
of long-distance trucking has taken place during a 
period when the railways and their regulatory agency 
were perfectly aware of the competitive position of 
highway transport, and when the railways were meeting thi 
competition with competitive rate cuts of all des- 
criptions,. 

The development of the trucking industry can 
be ascribed to the emergency of new traffic markets which 
the railways have not been able to service fully. The 
trucking industry introduced a new range of transport services 
which often "created their own market. Initially, the industry 
developed in order to serve small communities and short- 
pnaul...traffic. With lower terminal costs, and less time 
needed for the terminal handling of traffic, the cost 
advantages of trucking were obvious; combined with the 
personalized service element, they resulted in the 
industry taking an increasing share of the short-haul 


and low-density traffic. In many instances, no competition 
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from the railways even existed, the trucks serving lo- 
cations with no, or only indirect, railway connections, 
or plants located away from the railway lines. In 
turn, the development of highway transport resulted in 
an increasing number of plants being located on the 
highways, away from the main railway lines, 
Nevertheless, even at this stage, the railways 
had a number of important advantages, These advantages 
derived from the existence of railway facilities already 
developed and geared to railway handling. Thus, 
situations have existed, and still exist, in which the 
use of railway services has prevailed only because the 
existing facilities have been developed during the time 
when the railways enjoyed a monopoly and despite the 
fact that the type of service, length of haul and all 
other cost considerations made such services uneconomic. 
An example of such a situation exists in respect to 
certain grain elevators at eastern Canadian harbours ser- 
ving flour mills within a few miles -- a service range 
of local cartage truck operators. Although truck 
operations have, in these cases, an indisputable economic 
advantage, the existing practices favour the use of 
the railways -- as an example, the service charge for 
unloading grain to trucks in Montreal is higher than 
for railway cars, a situation which has been the subject 
of Canadian Trucking Associations representations to 
the Board of Grain Commissioners. Even so, the use of 
trucks is continuously increasing, especially when new 


facilities are built that reflect the basic change in the 
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transport scheme, 

These factors are mentioned as an illustration 
of the natural time lag between the arrival of the truck- 
ing industry and overall adjustments which have made 
it possible to utilize fully its advantages. LG ie 
important to note, however, that in spite of the 
established facilities, procedures, and ways of thinking, 
the trucking industry, in the long run, is able to sell 
freight transport to the customer on the basis of its 
service -- and often cost -- advantages. 

The advantages of the trucking industry are 
not confined to the short haul, On the medium haul 
movements, trucks can offer a significant time-saving 
advantage, Within a radius of operation in which 
. trucks can offer overnight delivery, they can compete 
on the basis of speed with any other form of transport; 
even if air cargo is a few hours faster, terminal to 
terminal, this time saving is not particularly relevant 
if highway transport can meet the basic requirement of 
the customer, namely a door-to-door movement between 
the time of the closing of the plant for the day and its 
opening the next morning. 

Q. What about the long-haul advantages, Mr. 
Magee? 

AS The long-haul trucking advantages are 
less obvious, although equally real. In this exposi- 
tion we define “long-haul” as a haul longer than that 
which can be handled within twelve hours, door to door, 


On some movements, trucks still command a significant 
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speed advantage and if no direct railway connections 
exist which enable the traffic to be handled expeditiously 
these speed advantages can exist over very long hauls 
indeed. Secondly, on some of the movements trucks offer 
service at lower cost, This statement may sound sur- 
prising, in view of the low costs of rallway transport 
over long distances, yet, important cost saving factors 
exist even here, Some of the cost savings may relate 
to the packing of goods; in view of the normally lower 
rate of damage of goods in transit, freight sent by high- 
way vehicles needs less protective packing, or arrives 
in better shape. Long distance movements of automobiles 
are a good example of this factor; long distance movements 
of livestock are another. An additional class of 
Savings relates to lower costs of terminal handling, 
or less reloading of goods in transit. Some of the 
bulk shipments are an example of this factor, Availa- 
bility of specialized equipment is another factor which 
makes truck shipments economic over very long distances; 
an example of this is the very long hauls of frozen fruit 
juices, Furthermore it must be remembered that even 
large trailers are patton than railway cars. Thus, 
maximum economy of truck movement may be achieved with 
a smaller individual shipment -- a truckload, This 
is a significant factor when continuous movement of 
smaller shipments may be more economical to the shipper 
than less frequent larger shipments. 

The existence of long-haul advantages on some 


movements also broadened the scope of truck services as 
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relating to other services, For example, it if pays 


a customer to ship by truck commodity X from A to B, 
commodity Y may be shipped from B to A on back-haul rates 

The problem of developing a long-haul market wa 
largely a problem of overcoming the inertia created by 
the existing facilities, established methods, and lack 
of confidence in the new industry. In this respect, the 
early ‘fifties produced a major break-through, The more 
competitive market situation arising after the end of the 
Korean war forced some businesses to look for new 
economies; the services of the trucking industry could 
produce overall savings and those services were more 
readily experimented with and accepted, The nation- 
wide railway strike in August, 1950, resulted in an 
unexpected and unparalleled test of the abilities of 
highway transport» and many shippers who tried trucking 
as an emergency service discovered unknown advantages 
of truck transport and decided to use it more exten- 
sively. 

Q. What did the strike produce in east-west 
long-haul trucking, Mr. Magee? 

A. Well, prior,.to-the,railway. strike. in.1950, 
I don't think there was a single long-distance freight 
hauler operating between eastern and western Canada, 
There had been ame furniture movements, but the movement 
of freight between the east and west and the growth of 
the long-distance east-west truck hauls was, a movement 
which began immediately after the railway strike. 


Highway improvements; introduction of larger 
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trailers; greater maturity of trucking firms, whose 

reliability became recognized; cost saving developments 

within the trucking industry itself; all of these factors 

combined to produce a break-through for the industry in 

mae ‘rifties., 

These changes are difficult to illustrate 
statistically as they are more of a qualitative than 
quantitative nature, However, all indications from our 
observance of the industry are that, in spite of com- 
petitive policies of the railways, the trucking industry 
has been developing and gaining increasing public 
acceptance on straightforward economic grounds during 
the last decade, It would appear that the industry 
has not yet fully Pevaloped its market potential, a 
great number of potential customers remaining tied to 
the railways because of established facilities geared 
to railway transport. Any further development, however, 
is likely to have far-reaching effects, Once one number 
of a group of potential shippers successfully uses long 
distance trucking services, other potential shippers 
in the same general situation follow. Newly constructed 
facilities take cognizance of the existence of trucking 
with an increasing traffic market being opened to our 
industry. 

Although precise measurements of long-term 
growth of the industry are not available for an extended 
period of time, the traffic figures published for five 
provinces for the years 1956-1958 provide some indication 


of the rate of the industry's growth during recent years. 
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'For-Hire' Truck Operators; Intra-Provincial, Inter- 


2 provincial and International Traffic 
Total Freight Moved 
3 ('000 tons) 
4! province 1956 1957 1958 
5| british Columbia 10,364 17,252 12,547 
6) Alberta 19,230 21,352 27,294 
7) saskatchewan 1,587 1,694 1,912 
8! ontario - 43,4205 46,843 64,212 
9 
Ton Miles Produced by 'ror-Hire' Truck Operators, 
10 Intra-Provincial, Interprovincial and Inter- 
national Traffic 
11 (1000 ton-miles) 
12] province 1936 1957 1958 
13]! british Columbia 368,913 594,118 541,869 
14) aiperta 959,176 1,018,075 1,572,082 
IS! saskatchewan 220, 096 339,720 439,126 
16) manitoba 293, O44 309/860. 512,985 
7! ontario 2,300,263 2,547,166 4,113,548 
18 


Source: Dominion Bureau of Statistics, 
Motor Transport Traffic > 
Statistics. 

The impact of railway competition on these 
groups differs. This does not imply that a trucking 
firm, or a group of firms, which 1s not too much affected 
by railway competition, is not affected by it indirectly. 
Furthermore, the economics of trucking firms is such 
that PE oe sent lines of business are often complementary, 

| one line of activity using the same facilities as another, 
| Therefore, a decline in traffic volume in a "competitive" 


line may have very profound effects on costs -- and 


| 
| 
| ability -- of handling ‘non-competitive’ traffic. These 
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facts, which are aie of railway enterprises, apply also 
to large sections of the trucking industry. 

The second general observation relates to the 
often misunderstood structure of a trucking firm, It 
is often assumed that a trucking firm is a perfectly 
flexible enterprise, composed of little more than a few 
trucks or tractor-trallers. In fact, most trucking 
firms have had to create a permanent and costly "super- 
structure" of administrative and terminal facilities 
in addition to overhaul shops, etc. Administrative 
and terminal costs may be as See 20 per cent of 
total expenses, in some cases even more. In addition, 
the "line expenses" or "transport expenses" -- the 
costs of keeping the equipment moving on the road -- 
contain an important element of fixed route costs, These 
overheads tend to be higher as service becomes more 
regular. Some companies operate regular scheduled 
services between different points. Other companies 
maintain a suitable reserve of equipment to handle 
peak traffic of their customers. 

Generally speaking, long-haul operations need 
a erential organization, carrying with it sizable 
overhead costs. The very nature of general cargo 
requires a fairly elaborate system of billing and ac- 
counting, which either absorbs a considerable number 
of clerical staff, or, if the volume justifies it, leads 
to far-reaching mechanization of these processes. This 
factor creates a "danger area" in the growth path of a 


trucking firm. Just before the volume is large enough 
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to justify mechanization, clerical costs tend to grow; 
after the point of mechanization is reached, excess 
capacity may be created before further traffic growth 
fully utilizes all the potential savings. Inevitably, 
some trucking firms are at present in this “danger area"; 
it is’ clear that if’ further growth is frustrated, or if 
a decline in traffic is experienced by them, their 
development will be seriously jeopardized. This is not 
a plea for favourable treatment of the industry but 
points merely to the dangers of an artificially-pro- 
duced contraction of highway traffic. 

A similar situation exists in the case of 
terminal facilities, Here again, as the traffic volume 
builds up, basic changes in the organization and 


equipment of terminal facilities are necessary. 
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Consequently, a phase exists in the development of a truck 
ing firm when it is forced to mechanize and when a large 
degree of excess capacity is created. This excess 
vacity can only be used if the traffic volume con- 
tinues to grow. In a great number of cases, existing 
trucking firms could lower their administrative and 
terminal handling costs with a further increase in 
traffic; conversely they would find themselves in a 
rising cost situation if a decline in traffic was ex- 
perienced by them. Traditionally, the railway 
industry has been regarded as a "“decreasing-costs-with 
volume" industry. Therefore, an increase in railway 
traffic is regarded as beneficial from the point of 
view of national efficiency; the same situation exists 
in the trucking industry and, in fact, is often more 
serious because of the smaller size and greater reliance 
on few facilities. 

The development of less-than-truckload 
traffic is particularly vulnerable to the problem of 
excess capacity. It is obvious that costs per ton 
handled decline with the size of shipment. A large 
volume of small shipments creates a problem of growing 
and expensive handling facilities. Less-than-truck- 
load traffic requires the existence of a comprehensive 
pick-up and delivery organization, reloading facilities 
and accounting system. yet this is one of the types 
of traffic in regard to which the trucking industry prove 
to be definitely more capable of satisfying the demand 


of numerous, often small, customers, at a lower cost then 
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2| the railways. The economy of this service depends, 
however, largely on the availability of other types 

of traffic which can utilize jointly the facilities 
provided. It is most doubtful whether, without the 
support from other types of traffic » less-then-truck- 
load traffic could be handled at the current level 

of raves. In other words, if less-then-truckload 
traffic is forced to become the main, or even the 
only, source of traffic for trucking companies, and 

if it had to carry the full burden of terminal, sales 
and administrative costs, a sharp increase of rates 
would have to follow, which would affect adversely the 
customers least able to switch to other modes of 
transport. 

Q. To conclude this section of your brief, 
will you say a few.words about the specialty carried? 

A, A brief survey of the specialty carriers’ 
problems indicates the following pattern of development. 

Some of the traffic exists simply because no 
other mode of transport offers comparable standards of 
service and the customer achieves overall savings by 
using truck services even 4f such services are more 
expensive. 

In some cases, the superiority of trucking 
service is less firmly established; the railways may 
match the standards with new or specialized equipment. 
Such carriers are especially vulnerable to the development 


of agreed charges,for the agreed charges exclude them from 
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handling the traffic for which they invested heavily 

in specific equipment. The equipment may be useless 

for any other type of traffic. such a situation may be 

even more serious if the carrier concerned had to 
acquire equipment capable of meeting the peak demands 

of his customers, which is often the case, It must 

be remembered too that the same specialty carrier may 

serve points which, because of the small volume of 

traffic, or short lenetn of haul, cannot be served 
efficiently by the railways. Thus, anything which 
affects the ‘competitive" part of the carrier's market 
affects adversely the “non-competitive” part, through 
higher costs induced by the drastic adjustments to the 
wessecohi traffic, 

The strength of the specialty carriers, or 
buik operators, lies in the following important fields: 
(1s) Where the quality of the service required 

is very high, and where existence of a close 
customer-carrier relationship and opera- 
tional “know-how” is of paramount im- 
portance, 

(ii) Where the delivery, or market points 
change -- for example, the movement of 
construction materials to sites -- or where 
the supply points change, as in the case of 
an agricultural product which may be shipped 
from different points during different times 
of the year. 


(141) Where the existence of sudden and large 
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peaks of traffic requires maximum flexibility 

of operations. 

(iv ) Where the traffic density is too low to justify 

a fully economical railway operation, 

The most competitive field is the market for 
standardized traffic on medium and long hauls over heavy 
traffic routes, On the other hand, this traffic often 
brings the largest volumes and consequently, due to the 
volume increase, produces the most important cost savings. 

Although trucking operations have increased 
in volume, and the size of the individual firms has 
also increased, even a large trucking firm may depend 
for a sizable proportion of its traffic on relatively 
few accounts. This fact produces certain important 
consequences; from the customer's point of view it 
results in much closer liaison between the shipper and 
the carrier, who, therefore, gears his operations to 
specific needs of his customer, to an extent not 
possible in some other forms of transport. Yet from 
the carrier's point of view such a situation may make him 
much more vulnerable to sudden competitive shifts over 
which he has no control and in regard to which -- citing 
agreed charges as an example -- he has little, if any, 
hope of obtaining review. 

Q: Now, Mr. Magee, in the third section 
which you have just finisned you have reviewed and traced 
the growth of the trucking industry; for the benefit of 
the Commission will you now in this fourth section discuss 


the effect of.the ercwth of the trucking industry on 
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railway rates? 

ga in the previous section an attempt was 

made to analyse and describe the growth of the trucking 
industry and the increase in the scope of traffic 
@r rected by it. In this section the result of this com- 
petition on railway rates will be presented. 
A THE TREND IN RAILWAY RATES 


Pheoretically, a series of post-war decisions 


L, by the Board of Transport Commissioners raised the 


maximum level of railway rates by 157 per cent during 
the period 1946 to 1958. Thus, if the maximum level of 
railway rates in 1946 is taken as 100, the index of 
permissible maximum railway rates increases in December, 
1958, would be 257. 

However, for competitive reasons, the railways 
were forced to introduce competitive rates and agreed 
charges which effectively lowered the rates payable by 
the shipper. The burden of rate increases carried by the 
shipper is reflected by the average railway revenues 
per ton mile, as the shippers! payments are railway re- 
venues, except when special subsidies raise the e fective 
revenues of the railways without a corresponding increase 
in rates to the shippers. Thus, the average revenue- 
per-ton-mile index tends to overstate the increase in 
the total burden to the shipper of rate increases. 

The following table and a chart represents the 
trends in maximum permissible rates and actual rate 


increases as measured by the revenues per ton mile. 
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Q. The table and chart will be taken into the 
record but I would like to draw your attention to the 
table at the bottom of page 2 which shows a levelling of 
average revenue per ton mile starting in 1950. Would you 
please comment on these? 

A, Well, as we stated at page 11.,o0f Section 3 
the railway strike of 1950 had a significant effect on the 
growth of inter-provincial trucking. This chart shows 
graphically that commencing in 1950 the competition provide 
by trucking has stabilized the actual level of railway 
rates and has forced a widening gap between the maximum 
permissible level of railway rates and the average revenue 


Ber ton mile. 
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MAXIMUM PERMISSIBLE LEVEL OF RAILWAY RATES 
AND THE AVERAGE REVENUE PER TON MILE 


Maximum permissible Average Revenue 
level of railway rates per ton-m..le 
Index: 1946 = 100 . Index: 1946 = 100 

100 100 
100 fn 105 <2 
121 122.9 
ae 130.2 
145 144.8 
162 141.7 
170 143.8 
198 155.2) 
198 eile! 
198 L5ee 
ete? 146.9 
220 158.3 
220* i5Oue 


* The last permissible rate increase took 
effect on December 1, 1958. The year 1958 

is the last year which could be statistically 
related to actual revenues per ton mile of 

the railways at the time of the preparation of 
the table and the chart, 

Sources: Maximum permissible Level of Railway 
Rates index compiled from tabulation by Canadian 
Industrial Traffic League, Circular Issue 

No. 3776, January 9, 1959. 

Average Revenue per ton mile 

index compiled from Dominion Bureau of Statistic 


Railway Transport Statistics. 
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1 
4 RAILWAY HORIZONTAL RATE INCREASES 
3 AND THE ACTUAL LEVEL OF RAILWAY RATES 
4 
5] 22 1946 = 100 
6], 20 Max.permissible 
level of ratTway 2 
7/18 
8|| 16 
vo a ee a“ 
9} 14 
} Av .revenue 
10} 12 per ton-mile. 
11/10 
12 


Miicto 47. 45..49 50 51 52 53 54 55 56 57 

14 SOURCES: Dominion Bureau of Statistics, Railway 
Transport Statistics. 

15 Canadian Industrial Traffic League, 


Circular Issue No. 3776. 


16 

17 

18 

19 It may be noted that beginning in the early 
20 fifties the two indices -- the index of maximum permis- 
1 sible rates end the average revenue per ton mile index 
99| ~~ show an increasing gap. It is more than a coinci- 
93 dence that this gap started, and began to spread, at 
24 a time when the trucking industry entered a new period 
25 of expansion, It may be assumed that the new phase 
6 of the trucking industry's growth has exerted a strong 
97) modifjing effect on the railway rate level. As much 
9g) 28 it affected the railways’ revenues adversely, the 


99 emergence of truck competition brought important 


indirect benefits to the Canadian shipper by holding 
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1 
down the effective increase of railway rates. 
B. Trucking Competition and its Effect on 
3 Railway Revenues. 
b 


It is often argued that truck competition is 

5|| responsible for the present financial difficulties of the 
railways. It is further argued that since the railways 
are essential for the national economy such competition 
must be checked either by regulation or punitive taxation. 

It is submitted that these arguments are 
fallacious, 

Although truck competition affected railway 
revenues the beneficiary of this competition was the 
shipping public. 

It is doubtful that the overall financial 
picture of railway freight operations is necessarily 
disastrous, It is doubtful that normal competitive 
adjustments are not capable of taking care of the overall 
deterioration of the freight-carrying economy of the 
railways. In fact, the problem areas of the railways 
appear to be more £n other fields, namely, passenger 
traffic, grain movements and operation of those parts 
of the system which are no longer patronized by the 
public. The solutions to some of these problems 
would be well in hand as a result of the efforts of 
railway management if public policy was more flexible 
in permitting modification of railway services to the 
new patterns of public demand. This is a question 
which has already been dealt with at length in other 


submissions, 
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Our“préliminary, general contention is that 
the arrival of new forms of transport -- trucking, the 
motor coach, the private automobile, pipeline and air 
-- has produced certain changes in traffic patterns and, 
consequently, strains on the railways' revenue position. 
The solution to these problems lies ir the encourage- 
ment of railway management to exercise their judgment 
as to reorganization, and, when necessary, curtailment 
ee vheir services. 

ne ee industry recognizes that the 
railways are increasingly faced with competition 
and that they should be able to take the necessary 
steps to preserve their financial integrity. Le as 
suggested that the greatest single factor which can 
contribute towards the solution of the railways' 
financial problems is the encouragement of all the steps 
which the railways wish to take to increase the er ri= 
clency of their operations. The solution to the 
problem is not an array of growing subsidies, restric- 
tion on the railways! competitors, or granting the 
railways the power to monopolize traffic markets by 
pseudo-competitive rate practices. It is not lesgical 
to advocate special subsidies to a competitive industry, 
without assurance that the cost level on which those 
subsidies are to be based is the lowest attainable. 
It is illogical to subsidize services which, if left 
to the play of competitive forces, could be supplied by 
other carriers at lower overall costs. 


MR. HUME: Mr, Chairman, may we take our 


oewot abb .9eysM 874 09 & pauonamore aus 


terd af noltastnos Isrensy eerbaint feng 0 | 


ent gotiours -- Jiogenars to eno? won Is! Lay. 


Vi > 
ats bis smilegtq .slidomodua stelageict edd ,dosoo toto 


. ons artes dsq obttseid ot eégnnits nisixao peouborg, asd me, 

folsieco eurever ‘ayswite: ond no entagis veFtnoupeanos 

. sed 

~sgsruoonres sdt af @etl ametdorxg saan? os nolduloa se 

tnemgbyt, wherit safoxnexe of ete WARE ERS 10 Pavey 

gnemilsdivo .yrsessosn nodw ,. hrs mitscamnsia od oa 
eestviie stedt to 

add ¢edt eoniasooe1 yuteaubnt gnitowes iT | 

noidtteqnos d¢hw bees? ylgntesetoat sts syswitst 

yissesosn sdjt sxed ot slds od bluode yedd tad? bas . 

ai #1 ysingetnt Lslonaqtt aterid evisesig og agose | 

nso doinw ses9s7 signe testeory odt Isdt beteeggue ; 

‘ayswitls: arid to aoldntoe eit ebrewod sJudbasnoe ‘ 

egeta edt ifs to tnemeysruoone end at ameLdowg Istonsntk? | 

~f%19 sd sasetoat of exet ot dalw eyswitsy eds dis Saat 

on? of sofdustoe sfT enokserego irlLendy to yoneto- 

' -Ofadeor ,astbiaedue ynlworn to ysars as gon ef mef{dorw : 

‘eae anttnsayg xo .etestteqmes ‘syswilsy srt mo nots | 

ye atvearsn ollis3t .ssiflcaonom of sewog ong stawtianl 
fsoigof ton af wi evooltosiq seer evidtteqnoo-obvesg! 

aKivevbat sviciveqmoo s oJ selbiedse Istosge stssovbs of | 

Scond sostehe no Level gaoo sit daad Ssonsivees todd a 

Sfdaniests taswol sit ef beasd ad o¢ ers esibledua 

JIsi It .dotnw seolwise astbbadue o¢ Esokgollk at 

yd BHeliqaqua 9d biuoo ,aso%i0t svidissanoo to yalq eit 

.et209 Ifevevo tewol 3s erelanes 19 4c 


140 SNST sw yam .osmrtedd .iM 7 OMUH aM 


ANGUS, STONEHOUSE & CO. LTD. Magee, re ahs LO557 
TORONTO. ONTARIO (Hume ) 


customary break at this point? 
THE CHAIRMAN: yes, we will recess for five 


minutes. 


5 ---Short recess. 
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1 
2 THE CHAIRMAN : Order, please, 
3 MR. HUME: Q. Mr. Magee, will you please 
4 now turn your attention to the regional’ effect of railwa 
rates and what the problem is as your association sees 
: rts 
6 
A. In the following section this contention 
, will be examined: 
8 "Tra t the competitive forces produced rate reductions 
9 through the introduction of competitive rates and 
+40 agreed charges in certain regions of Canada only, 
11 thus creating virtual discrimination between diff- 
2 erent parts of the country. 
In order to examine this contention, basic general 
. concepts must first be clarified. 
‘ It is a truism that every rate increase, 
15 


if uniformly applied on a mileage basis, produces a 

16| greater burden on long haul traffic than on short haul 

17 eral l ie. If a rate inergase is, say, one cent per ton 
18 mile, the effective rate increase on a shipment moving 


100 miles is $1.00, and, on a shipment moving 1,000 


19 

0 miles, $10. Even assuming that certain costs do not 
change with the length of haul, and, therefore, that a 

3 rate taper is justified, any rate increase must necess~ 

3 arily work against long haul shipment, even if, pecause o 

23 


a taper, the rate increase is not applied in strict pro- 
24 portion. These facts in themselves do not constitute 

25 a discrimination or inequity. They do, however, create 

6 problems for producers or consumers who are located great 
distances from the market or supply sources. The problem 


of assisting these groups is a real one and must be 
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faced. But the problem of special assistance to certain 
geographical areas, or to a group of shippers, need not 
necessarily be approached from the point of view of 
"doing something with the rates"; definitely, in our 
View, itt is not a problem of discrimination. 

The second fact is that the intensity of 
Sompetvition, in different areas of the country is dif= 
ferent and accordingly the degree of effective rate 


reductions through the application of competitive rates 


is different. In order to be objectively considered, 
this problem must be restated: Is the difference in the 


degree of competition a constant fact, unchanged and 
unchangeable, or is it a changing phenomenon, subject 

to natural corrective forces? If it is assumed that the 
present picture is a permanent one, and that no correction 
by free economic forces is possible, certain courses of 
action logically follow. If, m@m the other hand, the 


natural corrective forces exist and 


then it also follows that any action aimed at relieving 
the present condition must be very closely examined from 


the point of view of its effects on the cevelopment of 
these natural forees. In other words, immediate relief 
may, through freezing of the competitive atcern, pré- 
vent the removal of underlying causes of the problem. 
degree of competition facing the railways, a8 measure. be 
the movements of traffic volumes at different rate 
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the results of different stages of development of variou 
traffic markets than basic and permanent regional dis- 
equilibrium, In fact, we have a typical example of the 
phenomenon of a "diminishing gap" -- the gap between 
central Canada and peripheral provinces tends to 
diminish with the growth of competitive forces there.. 


. 


Q. -- You have been discussing revenue. per ton- 


mile. Will you please discuss "ton-mile" itself 
Aig Before the evidence relating to the 
regional effects of competitive forces on railway rates 
in different regions is examined, it is necessary to con- 
sider critically the basie problem of measurement of 
the changes in railway rates ana the intensity of com- 
petition to which railway rates must be adjusted. 
The reason for the inclusion of this section in our sub- 
mission is the fact that, in the past, the basic approach 
to the measurement of these changes has been often 
criticized, but only rarely its usefulness critically 
examined. The problem of measurement of changes in 
railway rates has received long and careful consideration 
by Canadian Trucking Associations and it is believed 
hat it may be of assistance to the Commission if the 
reasoning behind the particular method of measurement 
and presentation adopted in the submission is summarizec. 
In the absence of an official index of railway 
rates, the average revenue per ton mile is being used in 
this submission as a measurement of changes in railway 
rates, It is appreciated that the use of the 
ton-mile measurement is open to some questioning, and 


> 


that the validity of this approach has to be carefully 
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analyzed. 

The objection against using the revenue per to 
mile stems from the fact that the changes in the level 
of rates are often accompanied by changes in the "mix" 
of freight handled; that the changes in traffic compos- 
ition may obscure, or even completely distort, the dir- 
ection and magnitude of the change in the rate levels. 
The following example is illustrative of this argument: 

"Tet us suppose that only two types of commodities 
move by the railways, namely 50 ton miles of 
commodity A and 50 ton miles of commodity B. Le 
the rates are 10 cents per ton mile for A, and l 
cent per ton mile for B, the average rate per ton 
mile would be 5.5 cents per tor.mile. 
Now let us assume that both rates have doubled, 
but the traffic composition has changed so that 75 
ton miles of B are transported at 2 cents per ton 
mile, and only 25 ton miles of A are shipped at 
20 cents per ton mile; the average rate would then 
become 6.5 cents, and the increase of the average 
tons=mile revenue would not reflect doub ling of: the 
rates. 
The problem is not, however, how theoretically perfect 
revenue per ton mile is as a measurement, but how 
appropriate is the use of this measurement as an index 
reflecting the changes in the rate structure, an the 
relative burden imposed on different regions by increases 
in railway freight rates. 


In analyzing this concrete problem we are at 
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an edvantage in being able to use both-a general know- 
ledge of the directions and types of rate changes, as 
well as to test our reasoning by other statistics. 

The basic problem for the analysis of which a 
quantitative measurement was required, was the 
problem of the burden imposed by railway rate increases 
on different regions ef ¢anada. The burden of rate 
increases is nothing else but the total payments made by 
the consumers, or producers,in the region to the railway 
Since the shippers! payment must equal the carriers! 
ee aiic., railway revenues obtained from traffic origin- 
ating or termirating inthe region is equal to the burde 
of railway rates. However, changes in gross railway 
revenues alone do not reflect the changes in the volume 
of traffic, and, therefore, may be open to serious 
analytical objections. In order to eliminate the dis- 
turbing influence of the quantity changes, the gross 
revenues must be adjusted to the volume of traffic 
changes. As a ton mile is a recognized measurement 


J. + Sing 
BED Tihs 


of the traffic carried, the most logical s co use 
gross revenue per ton mile as a measure of the change in 
the vad luay rate burden. 

The term “burden of railway rate increases" 


Sie) 


has become all-inclusive and is being used to ceseribe 
the incidence of railway rate increases mot only on 
Ee tons, but alsa on groups of customers or shippers 
within the regions. 

It is assumed that the burden of railway rave 
increases coincides with the effective increase in the 


rates. This assumption appears to be generally 
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acceptable. The strategic word in the above formulation 
is "effective"; it follgws that a rate increase which 
affects no traffic, or a very significant segment of 
traffic, is not relevant for the purposes of the analysis. 
For example, if the rate for confectionery has increased 
by the full 120 per cent, moving from East to West on 
class rates, but if confectionery ceased to move by 

class rates and started to move by truck ne on railway 
agreed charges, then an increase of the class rate by 120 
per cent is not relevant to our analysis, and cannot be 
considered as "effective". In other words, rate increases 
to be relevant, must be considered in relation to the 
actual traffic pattern and not in relation to the traffic 
pattern of ten years ago. In terms of economic analysis, 
the railway rate index which would be relevant to the 
problem is the index weighted by the current trafiiae 
volumes. 

In view of the fact that no railway rate index 
is published which would assist an analysis of the rail- 
way rate problem in Canada, the problem facing us is how 
good an approximation of such an index are the indices 
calculated from the Board of Transport Commissioners 
waybill analysis. 

The "ideal index" would take into account the 
following rate groupings, which would be used as "weights {: 

i. Rate categories -- the class rates, agreed 

charges, etc. 
List Tratrie movements within and between differe 
regions. 
iii. Length of haul. 
iv. Commodity groupings. 

If the published compilations of the waybill 

analysis are used, one can construct indices using either 


rate categories or commodity groupings. No breakdown of 
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rate categories by commodities is published; moreover, 
the commodity classification has been changed between 
1946 and 1958. Therefore, any series based on the | 
published commodity classifications would have some 
built-in classification inconsistency. It is also to be 
noted that no data are published by mileage blocks -= by 
traffic movements of the length of haul of 50-100 miles, 
etc. 

On the other hand, a traffic breakdown by rate 
categories and regions has certain advantages which make 
it quite an acceptable approximation to an "ideal" 
index. Charges by rate categories -- competitive rates, 
incentive rates, agreed charges -- are a significant 
departure from charges based on commodity classification 
and reflect the intensity of competition which is be- 
coming the most important factor in actual rate making. 
Since competitive elements in transport provide the 
actual "ceiling" for most of the effective rate increases, 
the indices measuring this ceiling are of great analytica 
Significance, a significance going beyond the actual 
measurement of rate changes. Furthermore, by breaking 
our measurements by rate territories, or regions, some 
element of distance is built into our indicators. 

In other words, in our view, the best way the 
available statistics can be used is to analyse the 
railway revenues by regions of origin and destination 
and by traffic moving by rate categories. From the 
standpoint of presenting maximum information, no single 
index or proup of indices based on fixed weights 1s used 
in this presentation, but the revenue -per-ton-mile-by- 
rate-categories series are accompanied by the series 
showing the traffic volumes moving within these rate 
categories by regions. In this way a whole array of 


potential indices is presented, each of which can be 


wrevoorem ;bedetidug ek coktthomes. yd setnogetso os 
noswded beynedo need ead soigsobtiessls ystbommoa eddy 
efit mo bead esites: yas Noe COE) il 820 bas ater 
onoa overt bisow anctésottteasio ystbonms: bedatidug | 
ed ot osfs at 3. -Youodnbanoons solvsoltieasfio ab-diivd 5 
yd =- asloold susetin ya bode lideq ous stsh om teks be 
.aefth OOL-0@ to Lusd to mvgitel ed To esnemevom oftterd 
ove 

eter yd mwobiserd oltisid s ,basa terdto ens nO 
_osam dotdu segsdasvbs aisivso ead enolget bas. seltogesas) 
" fasbs" na of qolisatxotdgs eldatqecs .as etiup: tk 
,eodsy .ovitisoqnos -- eeiyonsdso eta yd aegmedd. .xobak 
gnaoltiagte 6 84S -- aegisio besigs .eetss evidasont 


nolisoltteaslo ytthommoo mo besad eegusts mort, emsisqeb 


--ed el Aotiw nolsviseqnos- to yitensint ont tooltes bas . 
.guiiss ete, Levtes at vodos?l dasiuogmt deom edd gataoy 
ens sbivotd trocans:t at staomefe avisiveqnos soaks. 
,eoasotont etsy svitostie odd te daom 10% “ouifites” Isytos 
Crotdylens deorg to ors gotiftes aidd guknvesem scothal ody 
Lesios ent Saoyed yalog. sonsottingle s veonsottiag 
siidserd yd .stonrediivd. .coegnado ever. to dome tsasoe 
SOB ~BHOL_eT %O .wetroditres eter -yd edmoemeiessm I> 
s2totsolbatl suo otnt tiind af semsdvatbo To Inomele 
erick Yaw saed ont ewolv. wwe ai ,abtow fervo nl. . 

ond gaylsas.oF af -beay od. 189 soitettsde efdslists 
nottsnitgeh bas akeixo lo enolger yo wennevet yewliet 
eit movd, .gottogesso ots1- yd. gabvem obtisit yd Bm 
elgate on folsvantotal munixen gridaeden lo JIntoqbasse 
bea af etidgiew bexil ao bessd esolbak te.quoty to x06 
-yd-of im-nod-rtog-euaevex sd¢v gud ,aotdednesnetq eldy o 
eoltes oft yd belngqmooos ors aottos se.tnogetso- IB 
essex seed mind iw ge.bvont asmpioy oLtisit edt gatwe 

to yeaurs ofonw s yaw eids al - aio [got yd aeltogs 
ed ms. dotdw to dose .bednsaemq: ah eeotbat | 


2 


ANGUS, STONEHOUSE & CO. LTD. Magee 3 dir. 10559 
TORONTO, ONTARIO (Hume ) 


constructed on the basis of "weights" derived from 
traffic volumes carried during any of the years between 
1946 and 1958. 

Such a presentation has another advantage. 

If the measurement of the railway rate problem is con- 
sidered not as an academic exercise but as a tool for 
analysing the trends in the rate structure in relation to 
the growing competition, then an indication of the growth 
of competition is the significant factor. In our presen- 
tation, the growth of the competitive element is indicate 
by the changes in the volume of traffic, as measured 

by ton miles, moving under different rates. Thus, the 
series presented actually give more relevant information 
than a pure rate index.* 

The last objection which remains to be analysed 
relates to the use of the ton mile as the basis for 
measurements. . 

The ton mile is the only measure of the rail- 
ways! or any other carrier's work which takes into 
account both the volume of traffic moved and the distance 
moved. In terms of inter-carrier comparisons, such a 
measurement contains many shortcomings, since it does 
noG take into account the route-length pattern inherent 
in the carriers! operations nor quality-of-service 
aspects. If only one industry is analysed, however, 
these shortcomings are much less serious. By and large, 
the ton mile measurement produces some bias towards 
greater length of haul, which, because of the distance 
factor, receives a slightly higher weight. If, instead 
of a ton mile, a ton was adopted as the basic measure, 
short-distance traffic would obtain a disproportionate 
weight; if a mile was used, the bias towards long 
distance traffic would be even more pronounced. What is 


the practical significance of adopting a ton mile as the 
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1| basic unit of calculation? 


*In order to explore all the possible . 
alternatives, CTA undertook a cross- 
tabulation of the Waybill Analysis, 

5 for two years, on a commodity basis. 


The results of this tabulation are 


n 


consistent with the tabulation by rate 


~ 


categories -- as presented here -- but 
provide less information directly relevant 


to the problem discussed. 
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If it is true -- as it is assumed to be, -- 
that the strongest impact of competition is on the 
short-haul traffic market, then the ton-mile measurement, 
which tends to understate the importance of the short 
haul traffic, also tends to understate the importance 
of the competitive element in the rate structure. 

In terms of indicating the burden of rate increases, 
it might understate the rate movements if the pattern 
of traffic changed from predominantly short-haul to 
predominantly long-haul and if the long-haul traffic 
is carried under significantly lower rates. These ob- 
jections are qualified by the following facts: 

(1) The average haul per ton has not shown 

‘any significant change which would be ore 

sidered as a trend: for example, the 

average haul per ton in 1949 was 445 miles, 

in 1951, 400 miles; in 1954, 289 miles; in 2 

1958, 431 miles. (Board of Transport Com- 

missioners, Waybill Analysis. The figtres 

given relate to "Canada, ee Ua iy al ap a chia 
“Average Haul per Ton. ) Thus, if Canada 

as a whole is considered, the distance 

factor must be assumed to be fairly con- 

stant. 
4 ee If, indeed, on a regional basis, the rate 
increase as indicated by per ton mile 
revenue is understated by the lengthening 
of the haul, this factor is counterbalanced 


by the fact that the competitive impact, 
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also measured on the ton mile basis, is 

understated. It is clear that the com- 

petitive element is more consistently sig- 
nificant, from the point of view of rate 
changes, than the distance factor, 

Q. Now, Mr. Magee, you have defined your 
method of measurement. Would you assist the Commission 
by giving the results of your investigations? 

A. The changes in the structure of railway 
rates are presented in this submission by the two sets 


of statistical series: 


(rn) Changes in Railway Rates by Regions; 
(i1) Changes in volume of railway traffic carried 


at different rate categories (by regions). 

Both sets of figures are derived from the 
Transport Board's waybill enalyses, 1949-1958, and are 
also presented graphically by two corresponding sets of 
diagrams, 

In this presentation, railway traffic has 
been divided by the regions of origin anc destination, 
according to the definitions used by the Board of 
Transport Commissioners. Thus, not only traffic 


2 


moving between, say, western and eastern regions is 
treated separately from traffic moving within central 
Canada (eastern region), but also the direction of 
traffic movements is distinguished; for example, 2 
separate tabulation has been made for traffic moving 


from western to central Canada and there is 4 different 


tabulation for traffic moving from central Canada to 
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the west. 

The purpose of the tabulation was: 

(1) To establish the rates of growth of compe- 
titive types of rates; 

(iL) To establish the rate changes applicable to 
traffic moving at different types of rates, 

as well as the average rate changes. 

It is our contention that in order to consider 
the “burden of rate increases’ it is not enough to 
analyse the results of one year; it is essential to 
consider the long-range trends. in, other words, en wn- 
favourable situation in one region may show all the 
signs of rapid improvement and thus be completely dif- 
ferent from a situation in which nothing changes. In 
the case of competitive changes in transportation, the 
situation is inherently dynamic and can reasonably be 
considered only from the point of view of movements over 
time. 

The charts and tables which follow present a 
summary of changes in average railway rates and traffic 
volumes moving at different rate categories, Tae 
changes in traffic volumes carried have been entered 
on a logarithmic scale in order to show clearly the 


growth ratios. 


Soe i. 
rsblenoo of \ebio cf gan? nobieednod Igo ek gi «= % 


TSvo #inomeyom lo waly ‘lo tabog Sid mont vine bersblas 20 


Za ineokaa” 20. 6 
es oe i; 

aeqito Yo Adwoug ‘to satan ond 4 7 

resist 36 ihe 

od Bidsoltigas nineties etet ott megan 98 
<eoter to seqy? tirsTettih ts gaivod. ottient. = * 
.BoQNso* Stay BBSTSVE and ae ilow es ia 


: on ca) 
o? Aguons gor ci ot “seeneipat eden To. nobus” & 


od Isitasses et df rusey sno To edIussy ada 

=e WB ,abuow wedto ar abst Saat BnoL anit. xenres 
oft Ita wode yam notaet sme ah notyegtiea sfdaz 

ths vistofamon sd cudd Sos nomavotgme Dkgen to 
fy neyntada abeiton dete ot notsautte B&B mort dns 
ont ,»noidsiicegenas;s of avgnens Gyistoneeos to caso. 


oj uUldsmeasor nao bas simanyh yldaseedst ef oki 


’ 
i 


B Yaneeid woiltot doétw esided bee edtede ert 
ofTisis Hos ester yswlisr- s_eTeve ab Beygnado Go prem : | 
oT .Toigogetso ades. teers Pith ge gabvem semten 
bare/cs wed svad helaess semutov sfTiewd nt 293 
sis vinesio wore oF rabyo nl olgog olatidteanol # Se 


-noliay - 


ANGUS, STONEHOUSE & CO. LTD. Magee, dir 1054 

TORONTO. ONTARIO (Hume ) 

Q. Now, Mr. Magee, the charts and the 

figures on pages 4.lla to 4.,lle of this section will 
be taken into the record, but I would like you just 
briefly to discuss the relevance of the sets of charts 
ernopage tla, one of the ones on page lla first, and 
comment on those charts, please. 

A, whe ‘relevance of this set of charts is 
that they show graphically the similarity in the rate 
changes which occurred in the various regional move- 
ments in Canada over the last ten years. I would 
also call your attention to the basic pattern of these 
changes which is best seen in the chart entitled 
“Canada” and to the definite similarity of this pattern 
to the pattern found in the following charts: eastern 
to eastern, maritimes to maritimes, maritimes to eastern 
and western to eastern. The remaining three charts 
do not display the same pattern for the groupings of 
the various rate category lines, but they co show a 
marked similarity in the rate of change of the rate 
category lines. 

Q. Could you explain the sudden jump or 
witch's hat pattern in the eastern to eastern and meri- 
times to maritimes? 

Ay We¥, our advisers explained to me that 


a 
hy; 


such irregularities were: to be expected where there was a 


small volume of heterogeneous traffic moving under a 
£ 4, rf ay . 
particular type of rate. The kind of traffic moving 


under class rates in both these charts is so small that 


the statistical techniques are vulnerable anu may lead 
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to such inconsistencies. However, if the time series 
is long enough and the underlying trend apparent, as is 
the case with these charts, then such violent jumps 

can be disregarded in the general trend considered to 
be valid. 

Q. What conclusions should be drawn from 
the charts on page 4.11a? 

A. It is our conclusion that there is no 
significance in the rates of change of the various railwa 
rates between movements within central Canada and those 
of any other regional or inter-regional movement. 

Q. Now, turning to page 4.llc, there are 
eight charts on that page. Would you comment on those, 
ener yi? 

A. The charts on 4t.lle are designed to show 
the changes in the volume of railway rate traffic 
carried at different rate categories between 1949 and 
1958. The basic pattern which is clearly seen in the 
chart entitled "Canada" has two main characteristics: 
first, the volume of traffic moving under competitive 
rates, particularly agreed charges, is rising, and the 
volume of traffic moving under non-competitive rates, 
particuarly class rates, is falling; secondly, the 
traffic moving under agreed charges shows the greatest 
rate of increase and has now reached a significant 
volume, These two characteristics are found throughout 
the charts for regione! and inter-regional movements. 


Q. Now, would you turn to page 12 and 


continue, please? 
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1 

, a In 1949, the non-competitive types of rate 
3 dominated the Canadian railway scene. Railway traffic 
4 moving on agreed charges and competitive rates amounted 
5 to pnly slightly more than 10 per cent of the total 

6 traffic, as measured by ton miles of traffic carried, 

, Almost 40 per cent of this traffic moved between points 
g in central Canada ("Eastern to Eastern’). No agreed 

9 charges traffic was reported for the traffic from 

10 the maritimes to central Canada, and between central 

1 Canada and the western region. Traviic carrica at 

2 both competitive rates and agreed charges amounted to 

13 less than 10 per cent for the movements between points 
14 in the maritimes and within the western region, as well 
15 as for the railway movements from the maritimes to central 
16 Canada. (Traffic between the maritimes and the western 
7 region was so small that it was disregarded in our 

‘3 tabulations. ) 

ot In such a situation it is obvious that the 

20 burden of the horizontal rate increases fell most 

01 heavily on the traffic moving between central Canada 

99 and the maritimes and central Canada and the western 

93 region, 

24 However, the qpoweh of truck competition has 
95 been continually affecting the rate composition in all 
%6 regions. As we have shown in subsection A, after 

97| 1951 the index of the maximum permissible level of rvail- 
9g| Way rates aye inaex of average revenue per ton mile 
99| began to show an increasing divergence; the gap between 


a 4 oi " 
ii two indices represents the growing impact and 
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importance of competitive elements in the transportation 
scene. These competitive elements were not restricted 
to central Canadaj their geographieal spread has been the 
major factor mitigating the effects of horizontal rate 
increases, Thus, intra-maritime traffic carried under 
competitive rates and agreed charges has increased by 
more than three times, the greatest increase occurring 
trom 1951 to 1952. For traffic OTe eaod the maritime 
to central Canada, the most spectacular increase of the 
proportion of traffic carried under ease euetve rates 

and agreed charges came between 1953 and 1954: for 
traffic moving from central Canada to the maritimes, 
between 1953 and 1954 and then again between 1955 and 
1956. For traffic moving from central to western Canada 
the competitive-rated traffic increased most signifi- 
cantly between the years 1949 and 1952, From western 

to central Canada, the significant period in the growth 
of competitive rates was between 1953 and 1954. In the 
case of the rn Pees moving within the western region, the 
Significant period was between 1952 and 1953. 

This short summary of the significant dates 
brings out an important fact in the development of 
railway rates between different regions: the timing 
of the competitive impact was different between one 
region and another but in all cases it did occur. 

Since this development period the growth of competitive 
rates has been sustained. 

The same facts can be presented in another way: 


In 1949, traffic moving under agreed charges 
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and competitive rates within central Canada amounted to 
approximately 25 per cent of all the intra-regional 
traffic as measured in ton miles, (This comparison 
with 1949 is relevant if one considers that it was the 
intensity of competition in that year which prompted Dr. 
Innis to state: "The eloquent silence of Ontario and 
Quebec in rate cases and in the hearings of this Com- 
mission points to the effectiveness of truck and water 
competition in keeping down rates in the St.Lawrence 
region,” (Report of the Royal Commission on Trans- 
portation, W.F.A. Turgeon, Chairman; Memorandum on 
Transportation by Dr. H. A. Innis, page 296. The 
effectiveness of competition in other regions has now 
reached the level at which competition in central Canada 
resulted "in keeping down rates ne the St. Lawrence 
region." ) The table below shows the time when other 
regions reached the same situation as central Canada 
enjoyed in 1949; 


First Year When Competitive Rat 


Region and Agreed Charge Traffic Ex- 
ceeded 25% of the Total 

Maritimes to Maritimes 1954 

Maritimes to Eastern Loo 

Eastern to Maritimes not yet 

Eastern to Western LEDS 

Western to Eastern 1954 

Western to Western not yet 


In the case of the two regions where the 


competitive traffic has not yet reached 25 per cent 


of the total -- central Canada's situation of 1949 -- 
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the growth of competitive rates has, nevertheless, been 
significant. 

In 1951, less than one per cent of the total 
traffic moving between the eastern and maritime rate 
regions moved under gonpevitive rates and agreed charges. 
(The 1949 competitive rate traffic appears to be abnor- 
mally high and, therefore, is not considered in this 
comparison, ) In 1958, almost 13 per cent of the traffic 
between these two regions moved under competitive rates 
and agreed charges, an increase of more than 1,200 per 
cent! 

In the case of traffic moving from western to 


western rate territories the problem is complicated by 


the existence of statutory rates. If statutory rates 


are included, traffic moving under competitive rates 

and agreed charges amounted to slightly more than one 
per cent in 1949, and a little over 7 per cent in 1958. 
If the statutory rates are excluded (which necessitates 
using 1951 as the parerence year), traffic moving at 
competitive rates and agreed charges raoheabad from 
approximately 4 per cent in 1951 to about 23 per cent in 
1958, an increase of about 400 per cent, which brings 
"Western to Western" movements close to the position 

of central Canada in 1949. 

There is little doubt that if these trends in 
competitive rates continue, the existing lag in the 
relative spread of competitive rates and agreed charges 
between central Canada and the “peripheral” regions 


of the country will diminish, and may even disappear 
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altogether. The necessary condition for such a develop- 
ment is, of course, the existence and further growth 
of truck competition, 

Even the presently-existing situation, however, 
does not indicate the need for a radical remedy. As 
we have shown, most of the regions have reached the 
same position in the development of competitive rates 
and agreed charges as existed in central Canada in 
1949. It may be remembered that at that time it was 
maintained that the volume of competitive rates in 
central Canada provided an effective brake on any 
substantial rate increases in that region, If this 
argument was true about central Canada in 1949 then 
surely it must be true of other regions which have 
reached the same level of competitive development, 

A priori it can be expected that the spread 
of competitive rate practices would significantly slow 
down the effecgive increase in railway rates; this 
conclusion is confirmed by the study of average revenues 
per ton mile; If the class rates are excluded -- and 
these rates tend to play a less and less important pare 
in actual traffic movements -- not only the average 
revenue per ton mile tends to become stabilized, but 
average revenue per ton mile relating to traffic moving 
under different rate categories tends to show no sig- 
nificant increases. No notable divergence in the 
pattern of average rate movements can be observed 
between central Canada and the other regions, which 
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tends to create some doubt as to whether agreed charges 
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and competitive rates outside of central Canada are 
weaker than those relating to the traffic within that 
region, The experience of western Canada in this 
respect is illustrated by charts 4 and 5. 

In Canadian Trucking Associations! submission 
to the Standing Committee on Railways, Canals and 
Telegraph Lines in April, 1959, the average rate 
increases by regions and movements between regions were 
analysed, ee 1949 and 1957 as “reference years,“ 

This analysis indicated that, out of seven intra-or 
inter-regional movements analysed, three experienced 

an average rate increase lower than central Canada, and 
three higher, and that traffic movements within central 
Canada had the second highest average level of rates, 

The view of the shortcomings of a two-year 
analysis and the limitations of the average rate. level 
comparisons, a continuous time series was developed. 
These series and their graphical representation form 
part of this submission, The data indicate that the 
regional differences in rate change statistics show a 
Similar trend to the statistics for traffic volume by 
Pate categories: an increasing equalization of the 
rate situation of different regions. 

Q. Now, Mr. Magee, you have defined your 
terms and you have developed certain arguments. Would 
you now present the conclusions of the Canadian Trucking 
Associations to complete this section of your submission? 
Rey Well, the conclusions of the Canadian 


Trucking Associations are that if a general inequity 
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in the rate situation between different regions existed, 

the growth of competitive forces has been working towards 

equalization of the position of different regions. 

In fact, the existence of certain advantages which 

some of the regions enjoy -- low et grain for 

export, in-transit privileges, etc, -- may even put them 

in a more favourable position than central Canada, so 

widely used as the "bench-mark" for rate comparisons 

intended to show rate inequities between different 

régions. 

This: Is noc necessarily an argument that no 
individual rate inequities exist. For example, the 
vities of Regina and Saskatoon pointed out unequal 
advantages which apparently are enjoyed by some of the 
cities in western Canada and not by others, It has 
been drawn to the Commission's attention that the 
situation may exist where shipment subjected to stopover 
and rebilling at one centre may cost less than a direct 
shipment (cf. Submission of the Saskatoon Board of Trade 
and the City of Saskatoon to this Royal Commission, 
paragraph 51). If such situations exist -- and this 
problem had, of necessity, to be omitted from our analysis 
-- some remedial action may be necessary, but the neces~ 
sary remedy might well take the form of some adjustment 
to the railway rate structure, if such an adjustment 
is deemed necessary and not he form of a blanket 
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In conglusion it is submitted that 

i. No significant inequities exist as 
between the general levels of railway 
rates in different regions. The equalizing 
effect of the growing competition is 

_ bringing the existing competitive 
advantages into better balance. The 
corollary of this st cucmead is that these 
growing competitive forces should be 
encouraged, not hampered, by one-sided 
subsidy policies. | 
ii. The existence of local discriminations 

and inequities, where it can be established 
dees not imply the need for any far- 
reaching general remedy. If local inequit- 
ies exist, they should be dealt with by 
the Board of Transport Commissioners. 
To attempt to solve such problems by means 
of subsidies would have nation-wide 
effects, may prove wasteful of national 
resources and should, therefore, be 
avoided. : 

Canadian Trucking Associations accepts the 
thesis put forward by the Western and Maritime provinces 
that due to the facts of geography long-haul traffic 
carries a larger per pound burden of any uniform rate 
increase. This is a reflection of a natural cost 
situation. It may be considered that it requires correc- 
tive action by the Government; that assistance to a 
group of shippers or consumers is in the public interest. 
If thig is the case, any program of regional or 
sectional assistance should be implemented in such a way 
as not to disturb the workings of natural competitive 


forces. These forces are the most effective remedy in 
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eliminating any real discrimination. They have brought 
and are bringing to an increasing degree, the benefits 
of competitive rate reductions (or rate stabilization) 
to all of the regions of Canada, at no cost to the 
Canadian taxpayer. 

| The position of the trucking industry in this 
matter cannot be construed as one of seeking special 
advantage. The trucking industry believes that, on the 


basis of the available evidence, it is justified in 


claiming that it has been, and is today, a powerful 


competitive force preventing rate discrimination between 
the regiongg that it is in the public interest to ensure 
that no course of action is taken which will weaken or 
destroy this force. The trucking industry does not seek 
any subsidies; if, havever, a subsidy is decided upon 

in order to assist a group of producers or consuners, 

its application shéuld not be discriminatory. 

Q. Mr. Magee, that naturally leads. into the 
next section of your submission which deals with the 
question of subsidies; would you be good enough now to 
commence to present the views of the Canadian Trucking 
Associations on the question of subsidies? 

A. Yes, I will deal first, Mr. Chairman, with 
general considerations. 

Subsidization of public carrier transportation 
has become one of the major questions before the 
Commission. A number of transport subsidies have 
been established by Parliament to assist certain groups 
of shippers, certain regions, certain carriers or groups 
of carriers. In addition, as the result of rate 
policies, the rate structure itself is held to be an 
instrument of "internal subsidization" of certain types 
of traffic. The extent to which such rate subsidization 


has created a burden on the transport undertakings 
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themselves is a matter of controversy which, in other 
submissions, the Commission has been asked to resolve. 

However, before any particular subsidy prob- 
lems can be considered, it is essential to resolve, or 
at least state, the fundamental problem of subsidization 
policies. If, as a matter of national policy, certain 
traffic movements should receive assistance from the 
national treasury, should a particular transportation 
industry be chosen as a means of implementing the 
Subsidy policy, or should the subsidy policy be based on 
the principle of assisting ashipper, or a class of 
Shippers, without prejudice as to the transportation 
medium, or carrier, he prefers to use? In the first 
case, the competitive equilibrium between transporation 
industries is distorted, for the "chosen instrument" 
carrier, or industry would, of course, obtain the major 
share of the subsidized traffic, if not all of it. 
Furthermore, as transport facilities are interrelated, 
subsidization of certain traffic would materially assist 
in carrying other types of traffic. The plain fact is 
that it is not possible in practice to subsidize a part 
of the carrier's traffic without, at the same time, 
improving the overall position of the carrier. There- 
fore, if one transporation industry is selected as the 
"chosen instrument" of the subsidy policy, its overall 
competitive position is bound to improve at the cost of 
competing transport industries. 

The Canadian trucking industry is extremely 
concerned about the possibility of adopting a national 
subsidy -- or subsidies -- policy based on the principle 
of "chosen instruments." In practice, the "chosen instru 
ment" has almost invariably been the railways and con- 
tinuation of such a policy is bound to have profoundly 


adverse long-range effects onthe trucking industry. 
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Quite apart from the adverse competitive effects 
which adoption of the "chosen instrument" subsidy policy 
would have on the trucking industry, we believe that the 
principle itself is wrong, and is against the long- 
term interests of shippers. The maximum benefits for 
the shipper can be derived only if he has a choice 
between alternative services, so as to be able to ex- 
periment and select the type of service which minimizes 
his overall costs. If one type of service is subsidized, 
and alternative service is adversely affected by the 
subsidized strengthening of its competitor, the alter- 
natives between which a shipper can choose are no longer 
Subject to the free play of economic forces. The 
shipper's freedom of choice thus loses some of its 
meaning. Obviously this is not the way to achieve the 
best allocation of resources nor maximum efficiency of 
the national economy. 

The advocates of the "chosen instrument" 
approach to subsidy policies have not denied the basic 
truth of the above arguments. In some way they appear 
to avoid consideration of the fact that ours is, after 
all, a competitive enterprise economy; they feel no 
compulsion -- none that is apparent -- to consider any 
method of paying the subsidy other than the archaic and 


unrealistic method of paying it to the railways -- which 


‘may, indeed, assist the goal of a quick and easy birth 


fer the subsidy; and, finally, they take refuge in the 


argument of administrative convenience or administrative 


' approach 


has an appeal to the administrator. One or two carriers 
are easier to deal with for the purpose of making the 
payments than ten or twenty. But this argument, even 
if administrative convenience is considered important 
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valid one. True, it is easier to write one cheque than 
ten, but the cheque writing is not the only part of the 
administrative procedure inherent in a subsidy scheme. 
if a subsidy policy results in preserving monopolistic 
elements in transportation, and if the subsidies are de- 
termined with some reference to the carriers! cos S, the 
national agency charged with the payment of the sub- 
sidies has a duty to establish not only the subsidies are 
not misapplied, which is a matter of an accounting audit, 
but that the carriers!’ costs to which the subsidies 
relate are at the lowest possible level. In a competitive 
situation, the "efficiency audit" is not necessary; . if 
costs are allowed to increase in one industry or form 
faster than in another, such change in the relative 
efficiencies would result in a traffic switch. This 
automatic efficiency control is lost if only one in- 
dustry is selected as a "chosen instrument". Therefore, 
the problem of efficiency control over the dibstdiced 
industry is inescapable. In order to avoid any mis- 
understanding, it is not suggested that Canadian railways 
are not efficient. It is not suggested that they do not 
operate at the lowest possible cost level. However, if 
Canadian railways were selected as the chosen instrument 
of subsidy posicies, it is only logical to expect that 


tid 


the Governmentwould have to satisfy itself that the 
highest efficiency of railway management and labour is 
taintained and that the taxoayer would not be ealled upon 
to pay a single cent more than is absolutely essential. 
In our opinion, such an efficiency audit would result 

in an excessive administrative burden, quite apart from 
the fact that it would interfere with the prerogatives 
of management and organized labour. In other words, 


the administrative convenience argument, if advanced 


to its logical conclusions -- in all its aspects, and not 
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only the cheque writing and efficiency audit functions - 
is not only invalid, but, in fact, supports the economic 
argument against a carrier being picked as the "chosen 
instrument" of a subsidy payment. 

In an economy such as Canada's based to a large 
extent upon a system of allocating goods and services 
by a price mechanism subject to a minimum amount of 
Government control, it is axiomatic that subsidy, as an 
instrument of government policy, must be avoided if at 
all possible. The fundamental reason for this is that 
subsidies affect the price mechanism and thus can 
hinder the peepesalileeation of goods and services and 
cause distortion in the growth of competitive forces. 

In practice the disadvantages of a policy of 
subsidy may be far more widespread than this statement 
of fundamentals would indicate. The American farm 
produce subsidies, for example, interfered with the 
price mechanism, creatinga orice for farm products which 
Was above the price which the market would have set 
for the same products. The most obvious result has 
been the accumulation of sizeable surpluses of certain 
farm products which immediately increased the direct 
cost of the subsidy to the taxpayers by creating a needa 
for new storage facilities. Less obvious have been suct 
other results as the diversion of American productive 
capacity to areas where it was not needed; creation of 
problems of international relations arising out of 
attempts at surplus disposal; establishment of vested 


fant 


interests involved in growing subsidized products or 
servicing growers and whose livelihood now depends on th 
maintenance of the subsidy. . 

No one who has followed the efforts of the 


various administrations to reduce the burden of these 


subsidies in the United States could recommend subsicy 
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as a means of implementing public policy weehous 
considering the dangers inherent in such a recommendation 
It would probably be fair to say that this danger is 
generally recognized. Subsidy can be justified but only 
when it 1s the sole means of implementing a policy which 
is in the public imerest. 

It is the view of Canadian Trucking Association 
that subsidy should be avoided in our industry. There 
can be no denial, however, that subsidy is, and will 
probably continue to be, an important instrument of 
Government transport policy. Whether or not subsidies 
Which now exist, or which may be proposed, can be justi- 
fied is not the immediate concern of Canadian Trucking 
Associations. We assume that the Commission will not 
recommend any policy of subsidy without adequate justi- 
fication. It is our immediate concern that your re- 
commendations as to existing or proposed subsidies in 
the field of transport take account of what we feel are 
the mutual interests of the trucking industry and the 
people of Canada. 

THE CHAIRMAN: That would be a convenient place 
to adjourn tonight. 

THE SECRETARY: In order not to hold up the 
daily service of the transcript, the transcript for today 
Will not contain charts on pages 4.11, a, b, c, ad, and 
the notes on’e'as well as pages 4.15 a and b. They will 
appear at the beginning of the transcript for April 29 
as a fly sheet. 

THE CHAIRMAN: We will adjourn now until 


10.00 o'clock tomorrow morning. 


-~-Adjournment. 
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Ottawa, Ontario, 
Friday, 
April 29, 1960. 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please, gentlemen. 


DIRECT EXAMINATION BY MR. HUME (cont'd): 


Q. Mr. Magee, when we adjourned last night 
you were reading from the fifth section of your brief, 
and you were about the middle of page 4 in the fifth 
section. I wonder, would you now give the views of 
your Association as to the principles of a subsidy 
policy, if one is to be recommended? 

A. In its submission relating to the statutory 
grain rates the Canadian Pacific Railway outlined certain 
principles whieh should be considered in respect to 
subsidy. For the most part we endorse this statement of 
Pranciples. However, we would add to them,and restate 
them, in order of importance, as follows: 

1. A subsidy should be self-liquidating. 

This principle is not included in the Canadian 
Pacific's submission. We believe that the principle is 
most important. By self-liquidating, we mean that the 
subsidy should seek to cure an ill, not simply to main- 
tain the status quo. It should be a positive policy 
designed to activate forces which will eliminate further 
need for a subsidy. 

5 tae A subsidy should always be Subject to 
review. 


Again, this is an important principle which 
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was not mentioned by the Canadian Facific. Subsidies 
are too often regarded as being permanent features in 
the economic landscape, as unalterable as the geography 
of the country.. Subsidies may exist today under quite 
different circumstances than when they were instituted. 
Such subsidies should be reviewed and altered, or abol- 
ished, if they are not achieving the objectives for whict 
they were established. 

se Bas The rights and interests of all rarties 
must be adequately safeguarded. 

LV The method should be as simple as poss- 
ible, the cost of computing and making the payment kept 
to the minimum. 

Ve The true purpose of the payment must be 
easily recognizable. 

Was Payment of the assistance should be made 
in such a manner as to eliminate continuing controversy. 

The last four principles were stated by the 
Canadian Pacific. 

Q. In preparing your submission, your 
Mpaociation officers and your advisors reviewed the 
present subsidies in Canadian transportation: Would 
you please now deal with them, and start with the 
Maritime Freight Rates Act? 

A. The Maritime Freight Rates Act has already 
been described and discussed in detail in other submiss- 
ions made to the Commission and the submission of the 
Maritimes Transportation Commission has yet to be 

resented. We mention these facts to indicate why a 


full scale analysis of the Maritime Freight Rates Act 
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may appear to be omitted from our submission. We see 
no point in taking the Commission's time to duplicate, 
except to the extent necessary for the purposes of 

our submission, what has already been said to you, or 
what will be said to you, in the valuable submissions 
of other parties, 

This section of our submission will deal 
particularly with the effect of the Maritime Freight 
Rates Act upon the three parts of the trucking industry 

( 


concerned: (1) the maritime trucking industry; 


the section of Canada's interprovincial trucking industry 
which hauls freight westbound from the maritimes to othe 
parts of Canada; and (3) the section of Quebec's 
trucking industry which operates in competition with 
intra-Quebec railway freight service on the "eastern 
lines" -- extending from the southern provincial boundar 
near Matapedia and near Courchesne to Diamond Junction 
and Levis. All of these parts of the Canadian trucking 
industry are affected by the workings of the Maritime 
Freight Rates Act. 

COMMISSIONER MANN: May I interrupt there 


= 


for a moment: Is there a fourth party? it just 


+ 


occurred to me there is part of the Quebec trucking 


oo 


imustry which hauls westward to other parts of Canada, 


for instance, Rimouski to, say, Cornwall, which would 
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MIP eo 
ai 


1 * ants \P fate. 
perhaps be under subsection (2) "The Section of Canaca's 
it 


Interprovincial Trucking Industry which Hauls Freigh 

vs, ~ a a anors ini 
Westbound from the Maritimes to Other Parts of Canace ? 
THE WITNESS: Yes, that is quite true, 


Mr. Commissioner. 
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The Maritime Freight Rates Act, 17 George V, 
Chapter 44, directed that the tariffs of tolls of the 
"eastern lines" of the Canadian National Railways be 
reduced by 20 per cent below the tolls or rates existing 
on June 30, 1927, the reduction to apply within the 
maritime provinces and on lines of ee ely extending 
from the maritimes and to the province of Quebec from 
the southern provincial boundary near Matapedia and near 
Courchesne to Diamond Junction and levis, The Act imple- 
mented the recommendations of the report of Septenber 23, 
1926, of the Royal Commission on Maritime Claims, under 
the chairmanship of Sir Andrew Rae Duncan. Effective 

July 1, 1957, the reduction on interprovincial freight 
movements westbound from the maritime region as far as 
Diamond Junction and Levis became 30 per cent instead of 
20 per cent. 

The Duncan Commission's findings were reviewed 
in the submission of the province of Nova Scotia at the 
Commission's hearings in Halifax on November 135° (2959; 
(Volume 6, pages 647-652). In summary form -- and I 
Should say, Mr. Chairman, this is our summary; this does 
not purport to be the Nova Scotia submission's summary -- 
there were three groups of findings: 

a ae The Commission endorsed the view that 
leading Canadian statesmen, in urging the adherence of 
the maritime provinces to Confederation, had defined the 
purpose of the Intercolonial Railway to be (a) the means 
of affording to Canadian merchandise and to Canada her- 
self in times of national and imperial need a year-round 


outlet and inlet on the Atlantic ocean and (b) the means 
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2| of affording to maritime merchants, traders and manufac- 
3] turers, a market elsewhere in Canada, instead of their 


being restricted "to the small and Scattered populations 


4 
of the maritimes themselves," 
5 
ha From 1876 to 1912, freight rates on the 
6 
Intercolonial Railway had remained at a moderate level 
7 


in keeping with the policy of parliament and the 

8] undertakings given to the maritime provinces before 

9| Confederation. "Their 100 had become 192", the Commission 
10| Stated in reviewing the increase in freight rates which 


had taken place on the Intercolonial Railway after 1912 


11 

4s -- comparing it with the estimated average rate increase 
elsewhere in Canada of 55 per cent: "Sheir 100 has 

: become 155." To make the rates on the Intercolonial 

, Railway approximately 155 instead of 192, the Commission 

15 


recommended the 20 per cent reduction of the Intercolon- 
16] ial's rates. 

17 aes The Commission found that the Inter- 

18 colonial Railway was considerably longer than necessary 


(Sir Sanford Fleming's estimate was 250 miles), having 


19 
regard only for the consideration of connecting the citie 
20 
of the maritime provinces with those of the St. Lawrence. 
4 Commercial considerations had been subordinated by national, 
22 


imperial and strategic considerations and the Commission 
23] recommended that the cost should be borne by the Dominion 


24) and not by the traffic that might pass over the line. 


25 The longer route of the Intercolonial is a cost 
26 consideration which may well be recognized in the rate 
07 reductions authorized under the Maritime Freight Rates 
a Act. However, it certainly was not regarded by parlia- 


ment as a deterrent to extending the subsidy provisions to 


other railway lines. All railways which make the 
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Maritime Freight Rates Act reductions are fully. compen- 
sated from the federal treasury on an annual basis. They 
include not only the Canadian National Railways but the 
Caradian Pacific and other companies owning or operating 
lines of railway in or extending into the "select 
territory" -- New Brunswick, Nova Scotia, Prince Edward 


Island, Newfoundland ana the railway lines in Quebec 
described in paragraph 13 of this section of the submissi 
In addition, on the recommendation of the Turgeon Royal 
Commission on Transportation, the Act was amended in 

1951 to include freight traffic moving outward westbound, 
rail and lake, and also by rail, lake and rail. Where 
the lake movement is a factor, the 30 per cent reduction 
(as it has been since July 1, 1957) is based upon the 


eastern lines proportion of the through rate for the 


rail mileage as far as Diamond Junction or Levis. 
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(Hume ) 
1 
2 So far as the trucking industry is concerned, 
2 the outstanding difference between the Par Freight 
. Rates Act and the Freight Rates Reduction Act, and also 
®) between the Maritime Freight Rates Act and the adminis- 
tration of the East-West "bridge" subsidy by the Board 
A of Transport Commissioners under the Railway Act, is 
: that the railway rate reduction of 20 per cent within the 
? * Maritime provinces, and 30 per cent on the westbound 
ms interprovincial haul, apply on competitive as well as 
. non-competitive traffic. The sections of the trucking 
Me py arrected thus face a subsidized price for 
> freight service in respect to all competitive traffic 
ag moving by rail. 
4 Before we proceed further, there should be set 
- out clearly for the record the relationship of eee 
" freight rate reductions to ee three sections ene 
- trucking industry described in paragraph le of this 
section of the submission. The term "maritime trucking 
¥ Deeery? refers here to trucking firms within the 
4 maritime provinces -- that is just an arbitrary des- 
4 cription so that we can explain this -- they experience 
: a 20 per cent reduction of rail rates within the 
maritimes -- < es for example from Sydney to 
4 Newcastle or Moncton to Halifax, The section of the 
# Quebec trucking industry referred to is the intra- 
% provincial trucking firms providing service to the 
a area within the southern provincial boundary of Quebec 
29 


and Diamond Junction and Levis; rail freight shipments 


within this area of the province take a 20 per cent rail 
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rate reduction, The third part of the trucking Has ahe 
is the interprovincial trucking firms hauling freight 
from any point in the maritimes westbound to any point 
elsewhere in Canada and whose home. terminal might be 
situated anywhere in Canada -- such operators experience 
a 30 per cent rail rate reduction as far as Diamond 
Junetion or Levis. (The application of the westbound 
interprovincial subsidy was described by Commissioner 
Mann at the hgarings in Charlottetown on November 12th 
(Volume 5, page 617): "Perhaps the best way to express 
it is in the way of an example; if you have a rate of $1, 
a 30 per cent reduction on traffic from here to, say, 
Ontario should result in 70 cents if it were indeed a 
reduction of 30 per cent from the through rate. How- 
ever, what is in practice done is this: you divide the 
rate into the proportions which are attributable to the 
haul witnin the so-called select territory and the 
proportion of the rate which is attributable to the haul 
outside the select territory which is beyond Levis and 
Diamond Junction. Then you reduce the inside proportion 
by 30 per cent. Now, by way of example, if your rate 
was $1, and 50 cents was attributable to the inside 
movement and 50 cents to the outside movement you reduce 
the 50 cents attributable to the inside movement by 
30 per cent or by 15 cents in this case so that the 
total rate is arrived at by adding the 35 cents to the 
50 cents on the outside, resulting in a total through 
rate of 85 cents." ) 
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that it has the effect of penalizing those shippers who, 
through choice or necessity, use public carrier trucking 
firms. Just as it was a fair and wise policy in 1927 
to extend the provisions of the Maritime Freight Rates 
Act to competing rail carriers operating in the maritimes 
instead of to a single rail carrier, so it would be a 
fair and wise policy today to apply the Maritime Freight 
Rates Act to competing types of carriers and not to any 
single type of carrier, 

Another important shortcoming of the Act is 
its effect on the development of the transportation 
industry in the maritimes. One of the factors repeated- 
ly cited as the prime cause of "freight rate discrimina- 
tion" in the maritimes is the lack of a strong competitive 
trucking industry such as exists in central and western 
Canada. Maritime freight rates, it is said, take a 
disproportionate burden of any general freight rate 
increase because more maritime freight moves under 
non-competitive rates than in the rest of Canada. 

Q. Now, Mr. Magee, may I ask you just to stop 
there in the reading of your submission. I understand 
that your industry has experienced two practical problems 
from the trucking point of view relating to the Maritime 
Freight Rates Act, that these problems have just come to 
light. Would you describe these problems for the 
Commission? 

A. Ves, First of all, there is the question 
as to whether a railway company receives payments under 


the Maritime Freight Rates Act with respect to shipments 
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carried by its trucking subsidiaries, 

MR, HUME: Mr. Chairman, may I remind the — 
Commission that at the hearings in Halifax, as reported 
in Volume 7, page 784, a submission was made on behalf of 
this Association by the regional witness, and that 
contained evidence that a railway company might be 
receiving the benefits of the Maritime Freight Rates Act 
for the movement of goods by their highway transport sub- 
ddiaries, and that material is found commencing at 
page 784 to 789 inclusive. 

At page 789 the following appears in the 
transcript: 

"The question of the nature and extent of 

any direct or indirect subsidy arising under the 
Maritime Freight Rates Act constituted an ad- 
vantage to rail carriers over competing highway 
carriers is a amatter of real concern to this 
honourable Commission and it is understood that 
more specific and detailed representations will 
be made to the Commission by Canadian Trucking 
Associations at a later stage in your hearings." 

Q. Mr, Magee, have you any further evidence 
to put before the Commission on this matter? 

A. Well, yes, Mr. Hume, On this particular 
point there has appeared what we believe is a confirma- 
tion of what was said at Halifax, and I would like to 
read to the Commission an extract from a letter addressed 
to Mr, Harry Smith, a director of Smith Transport Limited, 


from the Law Department of the Canadian Pacific Railway 
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Company, Montreal, dated December 10th, 1959, which has 
been filed with the Board of Commissioners of Public 
Utilities for the Province of Nova Scotia. This 

letter was quoted by the Board in a decision rendered 

by it on February 18th, 1960, in regard to the applicatio 
of Smith Transport Limited for a licence as a motor 
carrier under the Motor Carrier Act of Nova Scotia and 

as a federal carrier under the Motor Vehicle Transport 
Act, and I will read all of the portions of the letter 


which appeared in the Board's Decision. 


"The fact is, however, that Canadian Pacific 
does not make any claim under the Maritime Freight 
Rates Act for payment of any subsidy in respect 
of traffic moving wholly by road, In respect 
of traffic having some part of a road haul as 
an incident of the rail haul, the Transport 
Board has customarily allowed claims to be made 
restricted to that principle, that the road haul 
must be incidental to the rail haul. 

"It should be noted that such claims in 
any event couid not be made in respect of express 
traffic, since express traffic is specifically 
excluded from the provisions of the Maritime 
Freight Rates Act. 

"Accordingly, the main aspects upon which 
the Boara viously wants to be assured are: 

(a) Smith Transport does not in any case 
receive the benefit of the subsidy but that 
it is a contract price for services performed 


and based solely on its own costs and a 
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reasonable allowance for profit. 
(ob) The railway makes no claim under the 
Maritime Freight Rates Act in respect of 
traffic moving entirely by road. The question 
as to claims made in joint road and rail opera- 
tions depends in principle upon the Transport 
Board's holding that the road haul portion 
of the movement is an incident of the rail 
haul movement. 
(c) In no case is the express traffic 
subsidized under the Maritime Freight Rates 
Kot." 
That iis the letter, or the portion of the 
letter, that appeared in the Decision. 
Thus it is a apparent that the Canadian 
Pacific Railway Company had received payments with 
respect to truck shipments which are "an incident to 
the rail haul". We are very much concerned about 
this type of payment for two reasons. First, we doubt 
that the Maritime Freight Rates Act authorizes the pay- 
ment of any subsidy with respect to road haulage, and, 
secondly, the question as to what is "incident to the 
rail haul" would appear to us to be an increasingly 
arbitrary criteria. We say increasingly arbitrary 
criteria because of the fact that both railways are 
aggressively expanding in the trucking services, 
either directly or by the acquisition of subsidiaries. 
The Canadian Trucking Associations is 


surprised that the Board of Transport Commissioners 
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(Hume ) 
1 
9 interprets the Maritime Freight Rates Act as empowering 
3 it to pay to the railways a portion of the maritime 
4 freight rates subsidy invwspect to trucking operations. 
5 On the other hand, if the Board is correct in assuming 
6 that it has the power to authorize subsidy payments 
7 to the railways for railway truck line operations in- 
P cidental to railway operations, this, in our view, en- 
9 larges the discrimination inherent in singling out 
10 the railways as a "chosen instrument" of Parliament's 
1 freight rate reduction subsidy policies. 
12 MR. HUME; I might interject, Mr. Chairman, 
13 to say that I wrote to my learned friend Mr. Sinclair a 
14 letter on April 27th advising him of this portion of 
15 this letter in order that he would not be taken by 
16 surprise, and Mr. Sinclair is aware of the fact that 
7 this portion of the letter appearing in the Nova 
18 Scotia Board's decision was to be presented, 
19 THE CHAIRMAN: Mr. Hume, have you any infor- 
20 mation from the Board as to whether payments had been 
a1 made to Smith Transport? 
2 MR, HUME: Mr. Mann, I am sure, can answer 
23 that question better than I. It is my understanding, 
24 and to directly answer your question, I think it is 
25 No, I don't think the payments are made to Smith 


6 Transport. I think what is complained of here is that 


the payments are coming to the railway, a portion of 


27 
28 which is hauled by Smith Transport. Smith Transport 
29 is a separate corporate entity. we have no information 


on that, Mr. Chairman, 
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THE CHAIRMAN: I can well understand your 
concern in that respect. 

COMMISSIONER MANN: I think it should be made 
clear for the record that the Board has nothing to do 
with any payment that Canadian National may receive 
in respect of truck operations that are coordinated 
with rail operations. 

MR. HUME: And I think it is also fair to 
say that unofficial inquiries indicate that no such 
payments have been made, but we have no definite 
information. 

THE WITNESS No payments made to the C.N.R. 
on C.N.R. trucking operations. I suppose it is correct 
vO describe them as unofficial inquiries of the Board, 
but we have always been assured that they do not receive 
any part of the maritime freight rates subsidy. 

THE CHAIRMAN: Well, we had better have that 
eleared up in due course, I think. 

MR, HUME: Q. Well, Mr. Magee, that is the 
first of these problems which don't appear in your 
submission, Would you please outline very briefly 
what your second problem is? 

A. Well, the second problem arises from 
the increasing development of truck services from 
the ports; that has been an increasing development in 
the industry, the movement of freight from the various 
ports in Canada, and in that connection the problem 
found in this issue has arisen over the payment of 


subsidy under the Maritime Freight Rates Act for 
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traffic which would appear to be import traffic, and therefore 


not eligible for the subsidy under the terms of the Act 


This issue is now before the Board of Transport Com- 

: missioners and we do not propose to discuss the merits 

i of the various arguments here, However, we wish to 

7| point out that should the Board of Transport Commis- 

‘ sioners rule that once import traffic enters into the 

‘ domestic commerce of ‘the maritimes it then becomes 

i eligible for the Maritime Freight Rates subsidy without 

a any further processing or manufacturing in the maritimes, 

% it will have confirmed a process by which the Maritime 

2 Freight Rates Act is used not to develop maritime com- 

b merce and industry but solely to develop traffic for 

3 our competitors. 

16 Q. Now, Mr. Magee, would you continue with 

" your submission, please, on page 9? 

* A. The submission of the Government of New 

7 Brunswick presented to you at Fredericton on November 9 

os Stated that one of the "two factors (which) have 

a tended to wipe out the advantages thus gained" (under 

i the Maritime Freight Rates Act) "was the new influence 

ie of truck competition," In Volume 3, page 225, the 

24 Province's view on this point is stated as follows: 

95 "Over the relatively short distances between 
6 the source of raw materials or the manufacturer 

aI and the markets in Ontario and Quebec, shipments 

28 by truck at relatively low costs and with door 

29 to door service began to offer stiff competition 
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To meet this compbition the 
railways reduced their rates in the areas 
affected, thereby tending to €liminate the ad- 
vantages to maritime shippers afforded by the 
Maritime Freight Rates Act. Because of the 
distances involved, similar competition from 
road transport was not available to New 
Brunswick shippers, at least to the same 


degree," 
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1 
2 Subsequently, at Halifax, on November 13, you 


heard the views of the government of Nova scotia, found 


in volume 6, page 658, as follows: 


"The nature of the freight structure and the highly 
competitive situation under which the railways 


operate in many parts of Canada have been respon- 


7 Sible for imposing a greater than justifiable burde 
8 on the Atlantic provinces, including the province 
9 of Nova Scotia. Because of the competitive pos- 


ition of the railways, they cannot, for fear of 


losing freight, make authorized increases effective 
on many segments of their traffic. The competition 

of other media, such as trucks, provides an effec- 

tive reduction in the freight rates on certain com- 


modities and in certain areas, and, in consequence, 


15 the revenue which is lost from these reduced rates 
16 || has to be obtained from other traffic which is 
17 more securely bound to the railways due to relative 


or actual absence of effective competition. 
The competition afforded by the motor trucks to the 
railways on traffic in, to and out of Nova Scotia 


is not as pervasive as in other parts of Canada, 


21 particularly central Canada. As a result, a 
22 grea percentage of such traffic must bear the 
23 full or a larger part of the impact of the freight 
: i] 
24 rate increases. 
That the development of the cking industry 


in the maritimes has lagged behind the development of 
the industry elsewhere in Canada appears to be at the root 


os > ot * mM 
of the argument of New Brunswick and Nova Scotia. +e 
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2]| contention is confirmed by the relevant statistics: 


INDICATORS OF THE RELATIVE DEVELOPMENT 
OF THE TRUCKING INDUSTRY IN DIFFERENT PROVINCES 


SE See EST me yee ee oe 


6] Province Intra-Provincial Traffic Intra and Interprovincial 


Gross Net Gross 
7 Ton Miles Ton Miles ton Miles 
per capita per capita per Capita 

8! weld. 69.24 24 48 69.24 
a) P.E.I. fy lio 94 24 238.79 
10] N.S. 350.70 147.99 383.60 
11| N.B. 200.92 84.06 250,05 
12 Quebec 423.79 2l0, 32 674.70 
” Ontario 766.12 370.92 915.14 

Manitoba 312.09 ae Ley fe’ 746.25 
2 Sask. 604.09 264.91 854.93 
IS} alberta 1,293.43 580.73 1,855.88 
16) 3B. cc, 587.46 259.81 853.26 
17 Source: Dominion Bureau of Statistics 
18 Motor Transport Traffic Statisti¢s. 
19 | “3 Each of the above quoted indicators is of some 
20 importance, and they supplement each other. Gross 

Ton Miles reflect not only traffic carried but also the 
‘4 type of equipment, since the vehicle weight is included 
e in the "gross" figure. Net Ton Miles indicate work per- 
23 


formed by trucks in terms of traffic carried. In view 


24) of different procedures relating to interpvovincial traffic, 
25 reciprocity arrangements, etc., figures for traffic 

26| "Within and outside the province" or “Intra- and 

q7| interprovincial traffic" appear to be a better measure 


of the trucking industry's development. 
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2 * All the four indicators are generally consistent, 
3 with the exception of Manitoba; the low per capita 


figure for intraprovincial truck traffic appears to be 


; more the result of route pattern and the type of regul- 
? ations in Manitoba than a reflection of an underdeve lop- 
6 ment of Manitoba's trucking industry. 

7 * Whichever indicator is used, the relative 


8 underdevelopment of the trucking industry in the maritime 


9 provinces is apparent. 


10 
There may be several reasons for the state of 
11 
the trucking industry in the maritimes. Undoubtedly, 
12 
road conditions, industrial and commercial development 
13 


and density of population are important factors. It 
ve is reasonable to suppose that subsidized rail rates are 
15/ also an important factor in retarding the development of 


16 truck competition. 


17 It is a difficult matter to prove how the low 
18 rail rates for intra-maritime shipments have harmed the 

trucking industry, for the real harm is done not as much 
19 

to the individual firms themselves as it is to the rate 
20 

af growth of the industry. 
= Just how low the rail rates for intra-maritime 
22 mipments are is revealed by the Waybill Analysis 


23 Which shows that despite a generally shorter average 


24 length of haul, intra-maritime rates, as reflected in 
25 the revenue-per-ton-mile figures, are generally lower 
06 for the maritimes than for central Canada 
27 | 

| 
28 

| 
29 
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1957 REVENUE PER TON MILE FOR INTRA-REGIONAL 


SHIPMENTS 

Maritimes Central Canad 

Products of Agriculture 3.30 cents 2.09 cents 
Animals and Animal Products Bb OOe =" 5.06 
Products of Mines dae, ae eeracwee 
Products of Forests 2104s 2.03 : 
Manufactures and Miscellaneous 2.89 " 3205 2 
All Shipments 2.15. 7 2.45 m 
source : Beard of Transport Commissioners 


for Canada, Waybill Analysis, 1957 


(derived statistics) 


1957 AVERAGE HAUL, INTRA-REGIONAL SHIPMENTS 


faritimes Central Canad 
miles 
Products of Agriculture 185.3 
Animals and Animal Products B56 O 
Products of Mines ey are 
Products of Forests 151 26 
Manufactures and Miscellaneous 194.0 


source: Board of Transport Commissioners 
for Canada, Waybill Analysis, 1957, 


(derived statistics) 


It would appear from these figures that the 
trucking industry in the maritimes faces a lower level 
of rail freight rates than in central Canaca., One can 


easily see that the Maritime Freight Rates Act has 
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effectively retarded the growth of truck competition witl 
the railways in the maritimes, 

Because of the problem as outlined herein; 
because a policy of subsidized transport (if subsidy 
there must be) should mean more today than simply a rail 
subsidy -- should comprehend that the truck transport 
industry, hardly a consideration in 1927, is inexorably 
a consideration today; we submitted, on April 6, 1959 
to the federal government's interdepartmental committee 
on Atlantic provinces transportation, our case for 
extension of the subsidy provisions of the Maritime 
Freight Rates Act to include truck operations comparable 
to those rail operations presently covered in the Act. 

In this way, it would be possible to continue to give 
effect to pre-Confederation promises without perpetuating 
&@ single-minded recognition of the railways, which 

today can only achieve distortion of the freight rate 
Structure in the maritimes. 

Under date of July 10, 1959, the Minis of 
Transport advised Canadian Trucking Associations that its 
Submission should be placed before e Royal Commission 
on Transportation, the interdepartmental committee 
being of the opinion that it was "a matter that was likel 
to be controversial"; "that administrative problems would 


be particularly difficult to handle and that problems and 


rl 


conflicts of jurisdiction would arise, 


As to the Committee's finding that our proposal 
as Pen 
was "a matter that was likely to be controversial", it 


is rather difficult to come to grips wi 


this nature, bearing in mind that every question the 
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Committee studied in relation to Atlantic provinces 
transportation was likely to be controversial. Practic 
ally everything said to your Commission, apart from pure 
statement of facts, is controversial, However, there i 
a growing body of opinion in the maritime provinces, 
outside the realm of those who make their living from 
the trucking industry, who are affected as shippers by 
the workings of the Maritime Freight Rates Act and who 


believe that the time has come to take a new look at how 


the intent of the Act can be properly fulfilled in terms 


of conditions of the year 1960 -- not the year 1927. 
This was stated in the submission presented to your 
Commission at Fredericton on November 9 by Hon, Hugh 
John Flemming, Premier of New Brunswick, when he said 
(Volume 3, page 242): 
"This Commission should explore various means of 
amending the Maritime Freight Rates Act so that 
it may fulfill its original intention. A number 
of methods of doing this have been suggested. ' For 
example... certain classes of shippers hold they 
would benefit if they had greater freedom in 
choosing forms of transportation for their product 
: Several proposals were reviewed by Premier 
Plemning in New Brunswick's submission on the Maritime 
Freight Rates Act, and of these -- including the belief 
of certain classes of shippers that they would benefit i 
they could, under the Act, choose their form of trans- 
portation --- the Premier, at pages 242-23 of the 


transcript, stated: 
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1 
2 "The proposals, of course, raise problems of conside : 
3 able complexity but they might well.be the means.. 
; of attaining the desired end. That is, to open 
up expanding markets in the rest of Canada which 
. will enable New Brunswick and the other Atlantic 
6 provinces to share more fully in future Canadian 
7 growth," 
8 As to whether subsidization of truck 


9 operators could be put into effect under the Maritime 
10 Freight Rates Act, having regard for the supposed 


administrative difficulties, it must be assumed that thes 


11 

administrative difficulties are envisaged in respect to 
12 

the small trucking firms. We believe that the adminis- 
13 


trative difficulties are exaggerated, particularly with 
14 regard to the subsidy on extra-provincial freight 
15 movements, for only a few relatively large and establishe 
16] motor carriers are involved in the carriage of this traf- 
17 pag in regard to shipments within the maritimes, it 


may be that the machinery provided under the present 


18 

by Maritime Freight Rates Act is inadequate to permit the 
Act to be applied to all freight movements by truck or 

, area, This should not be used as an excuse to avoid 

the issue. It is in the field of intra-maritime ship- 

22 } 


ments that assistance to shippers using truck transport 
23] could have its most beneficial effect on the commerce 
24| of the maritimes. Indeed, there may be other means of 
5 assisting maritime commerce which would achieve the 


$ s Fue he ie oe iar 
purpose of government policy in relation to the maritime 


26 
provinces, without,at the same time, establishing forces 
27 Me , 
Within the maritime transportation industry which tend 
28 
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to decrease, instead of increase, the development of 
maritine commerce, 

We know of no problems and conflicts of juris- 
diction -- assuming that the words "problems" as well 


as "conflicts" 


relate to jurisdiction -- which arise 
under the British North America Act in respecte /toethe 
payment of a subsidy by the federal government to a 
truck operator, intra-provincial or interprovincial. 
There is a small group of intraprovineial firms in the 
trucking industry whose movement of a commodity has long 
been aided by a federal government subsidy paid to the 
shipper specifically in relation to the truck movement. 

Q. Now, Mr. Magee, would you be good enough 
to discuss the next subsidy we have heard about = the 
bridge subsidy? 

AY The east-west bridge subsidy came into 
effect as a result of the recommendation of the Turgeon 
Royal Commission on Transportation in 1951. The 
purpose of the subsidy, as stated at page 253 of the 
Commission's report, is as follows: 

"It is the existence of this necessary link between 
Canada's two vast areas (east and west) that must 
be recognized. Lovmsnealled for, nov oniy by 

the requirments of the exchange of goods for 
commercial purposes, but also by thoee of our 
national defence structure. The problem presen- 
ted is that of maintaining this link so long av 


east as it does not provide sufficient revenue 


|} 


for its own maintenance. This problem concerns ta 


whole country and not only its western portion, 
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i 
» "and the responsibility for its solution should be 
3 assumed by the nation as, for instance, in the case 
A of the maintenance of our canal system. 
; It would appear Suitable, in these circumstances, 

to provide that the cost of maintaining that portion 
: of our transcontinental railway system which serves 
; as a link or bridge between east and west be charged 
8 upon the general revenues of the country." 
9 The subsidy, amounting to $7 million per year, 


10/ is authorized in section 468 of the Railway Act, and 

11) @Ppplies to traffic moving in both directions over the 
"pridge" -- the trackage between Sudbury and Fort William 
on the C. P. R. and between Capreol and Fort William and 
between Cochrane and Armstrong on the transcontinental 


Peres Of the ¢ ONO RS As administered by the Board of 


15 Transport Commissioners, the subsidy has taken the form 
16| of a reduction of non-competitive rates -- never, thus 
17| far, of competitive rates or agreed charges -- in the 


1g, 2mount of $7 million. The railroads are paid the 


reduced rate by the shipper. The difference between 


19 

a the reduced rate and the rate the shipper would have 
been charged if the subsidy was not in existence is paid 

: to the railroads by the government. 

4 Generally, the bridge subsidy is open to the 

23 


Same kind of criticism as the type of the freight rate 

24) reduction subsidy paid under the Maritime Freight Rates 
25) Act. It permits the establishment of artificially low 

96| rates on certain freight movements and, therefore, inter- 


42 


feres with the pricing mechanism, It also, in time, 


a 


may produce some of its own peculiar problems. As the 
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proportion of freight carried over the bridge under 
competitive rates increases, the freight eligible for the 
subsidy will decrease. Because the payment of $7 million 
annually does not vary with the amount of foed 2h 3 
individual freight movements may become venya heat ly 
Subsidized, and the rates completely unrealistic. As 
a measure to ensure a contribution to the overheads of 
the bridge section of the railways' trackage, the mechani 
of this subsidy were an adequate compromise in.1951, and 
the subsidy was not then opposed by Canadian Trucking 
Associations. It would appear that the mechanics will 
be inadequate in the future. As a measure to assist the 
commerce of the country in overcoming the disadvantage of 
geography, it is effective only to a limited degree. 
The long haul across the area north of the Great Lakes 
is the paramount factor in determining the cost of moving 
freight, even when freight moves under competitive rates. 
It is possible that a very large proportion of freight 
movements across the bridge area will soon move by truck 
or rail under competitive rates. The rates will be come 
petitive but the cost to the shipper will remain relat- 
ively high and under the present bridge subsidy no assis- 
tance will be given to shippers who pay competitive rates 
despite the fact that they too bear the cost of the 
"pridge." 

Q. Now, Mr. Magee, would you please give the 
Canadian Trucking Associations! views with respect to the 
$20 million subsidy paid last year. 

A. The $20 million subsidy brought into 


existence in the Freight Rates Reduction Act of 1959, 
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opposed by Canadian Trucking Associations, was limited 
in its application to one year and was applied to the 
proportionate reduction of all non-competitive rates 
which had taken the full 17 per cent increase. To the 
extent that this subsidy was a temporary measure, and 
applied only to non-competitive rates, it had little, 
if any, effect on the trucking industry outside of the 
province of Quebec but in Quebec a number of truck oper- 
ators experienced from the subsidy a direct impact on 
their rate structure. It is our submission that this 
kind of subsidy is wrong in principle. We are strongly 
opposed to its extension and to the creation of subsidie 
Which may follow it in form. How was it that such a 
subsidy could even be considered by the government? 
The most restrained explanation is that it must have 
been concluded that there is a monopoly in the carriage 
by rail of particular traffic, and no corrective action 
can be expected from the railways! competit ors. This 
is not the case with regard to traffic in Canada which 
moves under non-competitive rail rates. In the past, 
there has been a continual movement of traffic away 
from non-competitive to competitive rates and agreed 
charges, due primarily to truck competition. We have 
Shown in other sections of this submission that trucks 
are hauling an increasing variety of products énd that 
trucking is a potential competitor of the railways 
for all of the goods now hauled by rail. 

It may be argued that this particular subsidy 
can be justified because it was only a temporary sub- 


sidy. That is one of the major premises which Canadian 
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Trucking Associations was compelled to reject last year, 
The western and maritime provinces fought for it with 
their representations in camera to the governor in 
council, With new representations in camera to the 
governor in council, some, if not all, of the provinces 
are doing everything in their power to immortalize it -- 
exactly as we predicted last year, If the subsidy is 
continued for another year it is much more likely that 
it will become a more permanent part of the Canadian 
transportation scene, as its supporters apparently 


intend, 


(Page 10616 follows) 
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1 The Freight Rates Reduction Act created a 

2 Subsidy which violates the most fundamental principles 
3] of subsidization. First, the subsidy is not self- 

4] liquidating, as it established a monopoly for rail 

5| traffic in the haulage of certain freight. By pulling 

6| down the rates for the movement of the freight to an 

7 artificially low level it retards the development of 

8| competition for the carriage of such freight and thereby 
9] preserves the very situation which was advanced as 

10} Justification for Government action in the first place, 
11] The advocates of the subsidy claim that is is the non- 

12, Competitive rates that take the burden of freight rate 

13 increases. By subsidies of this nature the burden is 

14| not removed -- it is still right here in Canada, Simply 
15 shifted from the individual shipper to the public at 

16) large, to remain a continual burden on the public purse, 
17 In order to assess properly the danger of this 
18] Subsidy it must be considered in its: historic context. 

19] By granting it, the Government mitigated the effects of an 
20|\ increase in freight rates necessitated by the increase in 
21|railway wages in 1958. Future pressures upon the freight 
22||Tate structure will undoubtedly come from the same source, 
23and with the creation of such a precedent there will be 
242 Strong temptation to apply the same remedy. It must be 
25 anticipated that if such a subsidy is to be a precedent 
26|for future relief to the long-haul shipper, the position 


27\pf the railways in future wage negotiations will be greatly 


2gWPakened , and a strong inflationary pressure will be 


| 


2ointroduced into the economy. The Freight Rates Reduction 
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x 1 created a subsidy which is not self-liquidating and which, 
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in addition, has a tremendous growth potential. 

The second point to be made about the 1959 
subsidy is that is is not easily recognizable. It has 
been called for particularly by those regions which 
suffer the disadvantages of long-haul freight movements, 
yet its benefits re applied to all regions and shippers. 
Thus, the only certain effect it has is that it insulates 
a whole class of traffic from the possibility ofjicompeti- 
tion. 

We urge that, if the Government yields to the 
pressure undoubtedly being brought to bear upon it for 
extension of the one-year freight rate reduction subsidy, 
the Commission recommend in its report that the subsidy 
be discontinued. 

Q. Mr. Magee, as the next part of this section 
of your submission will you please give Canadian Trucking 
Associations! views on the railway proposal for the Crows 
Nest Pass rates? 

A. The railways have asked for financial relief 
to compensate them for the deficit they say they incur by 
handling grain traffic for export at the statutory rates. 
The mechanics for subsidy payments proposed by the CPR 


@iffers from the mechanics proposed by the CNR. In 


24lprinciple, however, the two railways are asking for the 


25 
26 
27 


28 


Same thing; they want what they say is fair remuneration 


for the work they do in handling the export grain traffic 


pnd they do not want to increase the Prairie farmer's cost 


bf getting his grain to market. The railways have made 


291t apparent that they favour a method whereby a subsidy is 


i to them rather than to the shipper; they would be the 
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recipient of the subsidy which would be paid on behalf 
of the shipper. 

Before discussing our views on this subsidy 
we would like to consider two aspects of it -- its size 
and its capacity for growth. 

The railways last year submitted that the 
Commission should recommend a subsidy for the export 
grain movement in an amount that will increase their 
revenues by $70,500,000 per year. In 1959, the budget 
of the Government of Canada included a total of 
$110,500,000 which was to be paid as direct Subsidies for 
railways (including the estimated deficit of the CNR). 

Of this sum, $56,500,000 was accounted for by annual 
Subsidy payments; $20,000,000 by the temporary subsidy 
paid in 1959-60: and $34,000,000 by the estimated deficit 
of the CNR. Thus, the proposed new subsidy would be 
greater than all such existing annual subsidies combined-- 
and it would necessitate an increase of $26,000,000 in the 
amounts to be paid by the Government for subsidizing rail 
freight movements, or rail transport, assuming the 
"temporary" subsidy is discontinued and the CNR incurs no 
deficits in the future, From the point of view of size 
alone the proposed Crow rate subsidy is a most important 
freight rate subsidy. 

It is an inherent characteristic of the proposed 
Subsidy that its size will vary absolutely with railway 
costs. Because of this, it has a greater potential for 
Growth than any subsidy now paid to the railways. Under 
the proposed subsidy, the shipper will always pay from his 


Own pocket a canstant rate, whereas in all other subsidies 
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the rate the shipper pays will bear some portion of the 
increases necessitated by rising costs, The likely result 
is that the amount of the subsidy would rise very rapidly 
from year to year. For example, in 1950, before the 
Royal Commission on Transportation, the CPR estimated 
that its maximum deficit in 1948 from the carriage of 
grain at the Crow's Nest rates was $16,947,000. (Report 
of the Royal Commission on Transportation, 1951, page 244) 
Today, their estimates are in the neighbourhood of 
$35,000,000, This comparison has, of course, assumed 
that the cost studies by the CPR on both occasions were 
comparable and that they correctly indicate the increase 
in the cost of providing service in the interval between 
the two studies, In any event, unless the Commission 
is convinced that railway costs are not going to increase 
in the future, it will have to consider the fact that a 
Subsidy which is paid on the basis proposed by the railway 
Will increase absolutely with cost increases from year to 
year. The increase over a given period will be much 
larger than the increase of any subsidy which is now 
being paid in respect to freight movements during the 
Same period, 

In discussing these features of the proposed 
Subsidy, it is not our intention to attempt to develop an 
argument against a recommendation by this, Commission for 
Some form of relief for the railways in respect to the loss 
they may incur for the carriage of grain at statutory 
Yates. If relief is justified we would be inconsistent 
if we argued against it. It is basic to our position that 


whenever government policy artificially depresses the level 
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1) of freight rates, steps should be taken to restore an 


2) ©avironment that will not prejudice the growth of com- 

3] petition for the traffic affected by the rates. 

4 The fact that a larger amount of money is 

5 ainvolved in respect to the proposed crow rate subsidy 

6] than in respect to any existing subsidy for Canadian 

7| freight movements; the expectation that the proposed 

8| Subsidy can be expected to increase materially from year 
9] to year; are good reasons to consider carefully the 

10| form of the subsidy proposed. It is our conviction that 
41) it would be wrong to commit the people of Canada to such 
12| a large and growing dinaat payment. urfPess some steps are 
13] taken now to ensure that the subsidized traffic will 

14 always move® in the most éeriovdnt manner today. If a 

15] subsidy is established in respect to statutory grain 

16 Wetentertvs and the sugsidy is withheld from all transport 
17|| except rail, the government will have established a per- 
18] manent rail monopoly of the grain movement. Trucks do 

19| not earry export grain moving under the 1899 rate levels 
20 ecu the rates for this traffic are below the level 

21) at which it is eccnomic for trucking firms to enter into 
22| Competition with the railways. However, an, immediate 

23|| result of the payment of the proposed subsidy will be the 
24) doubling of the rates received by the railways, with the 
25] Possibility of further increases of rates as costs increase, 
26) At some stage, the effective rate the railways receive as 
27|@ result of the subsidy may be high enough to open the way 
28) for trucking firms to compete with the railways. It would 


2|not be a wise policy to close the door to this possibility. 
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United States in competition with the railroads. There 


is good reason to believe that trucks will be able to 
compete for this traffic in Canada, 

It is our hope that if the Commission considers 
it advisable to recommend to the Government a subsidy 
for the movement of grain at Statutory rates, it will 
do so in a manner that will not prejudice the opportunity 
of competitive growth by truck transport as compared with 
rail transport. It is our Suggestion that if you decide to 
recommend a measure of relief such as the railways are 
proposing in regard to the Crow's Nest pass Rates, any 
Subsidy Should be paid directly to the shipper who, in 
this case, is primarily the Canadian Wheat Board or its 
agents; that the shipper should be free to select the 
carrier he will use to carry freight; and that freight 
rates for grain be permitted to move to a just and 
reasonable level as may be determined by the usual 
procedures of railway rate making. 

Q. Mr. Magee, you have suggested that the 
trucking industry may some day compete for the carriage 
of the traffic which now moves under statutory rates. 
Have you any information which would help this commission 


to assess how realistic this suggestion is? 


---Short recess, 
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Q. Mr. Magee, at the break I had stated to 
you that you have haci completed a suggestion that the 
trucking industry some day might compete for the traffic 
which moves under statutory rates, grain. Have you 
any information which would help the Commission to assess 
how realistic your suggestion is? 

Bow Yes.. We have attempted to acquaint 
ourselves with the condition under which this traffic 
moves in Canada and with the development of the t ruck 
movement of grain in the United States. Mr. Montague 
undertook this work for us and on our behalf went to 
Washington and Winnipeg and interviewed the people. 
What information he has is available to the err 
and he will, of course, be one of our witnesses during 
cross-examination. 

With particular regard to the development of 
the trucking of grain in the United States, there is 
an informative study now available from the Department 
of Agriculture relating to this development in the 
southwestern United States, and I understand another 
study will be available shortly from the same source 
on the trucking movement of grain in the American 
northwest. 

MR. HUME: Mr. Chairman, I have a copy of 
a publication from the United States Department of 
Agriculture, Production and Marketing Administration, 
dated May, 1952, entitled "Pransportation and Handling 
of Grain by Motor Truck in the Southwest.” I would 


like to file that as an exhibit. I have only one copy, 
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but if the Commission would like additional copies I 

am sure the Department of Agriculture will make them 

available. That will be Exhibit 130, 

---EXHIBIT NO, 130: Publication entitled "Trans- 
portation and Handling of Grain 
by Motor Truck in the Southwest.’ 

THE CHAIRMAN: I wonder if you know what the 
situation is at the terminals for truck deliveries? 

MR. HUME: Mr. Montague has gone into that, 
and I think rather than interrupt our presentation at 
this time, Mr. Montague will be here, and we have 
information, 

THE CHAIRMAN: And, furthermore, we are going 
to Fort William on the 20th of May, and you probably 
will be there, 

MR. HUME: Q. Now, Mr. Magee, in the 
publication which I have just filed as Exhibit 130 there 
were certain photographs demonstrating the mechanics 
of truck unloading of grain at terminals in the United 
States, You have reproduced some of these photo- 
graphs for the benefit of the Commission? 

A. Yes. 

MR. HUME: May I therefore file, Mr. Chairman, 
as Exhibit 131, a series of five photographs which are 
merely reproductions of photographs appearing in 
Exhibit 130, and I have sufficient copies for all of 


the Commission and anyone else who may wish to see them, 


---EXHIBIT NO, 131: Series of five photographs. 
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Q. Mr, Magee, would you just very briefly 
identify those photographs as to what they are? 

A. Well, they are photographs, Mr. Hume, 
showing the type of loading and unloading facility 
for grain that is used in the United States, showing 
various types of equipment, and I understand that in the 
new report that is coming out it is to be illustrated, 
too, I think it will be much the same in regard to 
the illustrations, although the trucks may be a little 
bigger. 

Q. Mr. Magee, would you complete this 
section of your submission by giving the Canadian 
Trucking Associations' views on the trucking industry 
and the subsidies, your summary of the section? 

A. The trucking industry is not asking for 
subsidies as such. Our objective is to ensure that the 
industry is treated fairly, and that it is able to 
develop to the full extent that its competitive position 
will allow. If there are ways, other than subsidizing 
movements of traffic by truck, of achieving this ob- 
Jective while traffic carried by the principal com- 
petitor of trucking is increasingly subsidized, we would 
feel bound to ask the Commission to consider them. It 
may be possible to deal with the situation and, at the 
same time, evolve needed transportation policies, by 
paying subsidies direct to shippers or by abolishing 
subsidies in favour of assisting the intended benefi- 
cilaries of the policies in some manner other than by 


lower freight rates. However, to some extent, direct 
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1 
3 subsidy of freight movements by truck may be the only 
3 practical way of implementing a transportation policy 
? fairly. Therefore, we propose to examine some of the 
P ramifications of subsidization of truc king. 
6 It may be argued that the extension of subsidie 
7 to the movement of freight by truck would increase un- 
P justifiably the amount of the subsidy payment and the 
9 costs of administering the subsidy. This is not 
10 wholly true, In the case of a subsidy paid for rail 
u freight moving under non-competitive rates, an extension 
2 of the subsidy to freight traffic moving by truck would 
13 not mean any appreciable increase in the amount of 
14 the subsidy payments. The railways now carry the bulk 
15 of this traffic; subsidies paid for truck movements in 
16 the future will be offset by an equivalent reduction in 
7 the subsidy paid for rail movements. 
18 The costs of administering a subsidy will 
19 vary to some extent with the number of firms or institu- 
20 tions the administrative body has to deal with. The 
1 major subsidized freight movements do not involve a 
2? large number of carriers. The number of trucking firms 
93 to whom the bridge subsidy would be applicable -- 
24 supposing that freight shipments by truck were to be 
25 given the bridge subsidy -- is relatively small and the 
%6 Same is true of interprovincial truck operators affected 
27 by the maritime freight rates subsidy. The addition 
28 of such firms would not appreciably increase the ad- 


9 ministrative costs of@pplying the subsidies. 
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1 
2 subsidy exists or is proposed will require individual 
3 consideration. It may not always be possible to recon- 
4 cile all the varied interests which may be affected 
5 by a given transportation policy. We do ask that the 
6 Commission carefully review such situations, and the 
7 subsidies which may result therefrom, on the basis of 
8 these practical considerations: : 
9 (i) Whenever policies are evolved which may * 
10 result in subsidies, the method of paying 
1 the subsidy should be such that it does 
12 not interfere with the natural development 
13 of competitive forces. 
14 ti iy Whenever it is not possible or practical 
15 to pay the subsidy to the shippers or to all 
16 types of competing carriers, methods of 
17 implementing policy other than by subsidy 
18 should be considered, 
19 (144 ) Whenever a relatively few shippers are 
20 involved -- for example, shippers of grain 
1 or coal -- the subsidy should be paid to 
22 the shipper. 
23 (iv) Whenever many shippers are involved and there 
24 are relatively few carriers, subsidies should 
5 be paid to the carrier. 
6 Q. Mr. Magee, that completes this section 
7 of the submission dealing with subsidies. Your next 
8 section expresses the views of the Canadian Trucking 
9 Associations on agreed charges, and I wonder if you 


would be good enough to present this now to the 
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Commission? 

Ay Agreed charges have become a part of 
the competitive rate making of the railways. Their 
importance and scope has been consistently increasing 
over the last decade. Today agreed charges are a 
much more important factor in the transport market 
than they were in 1954 when Honourable W. F. A. Turgeon 
was appointed to conduct an inquiry as a Royal Commis- 
sion on Agreed Charges. In view of the growing 
importance of this subject and the obvious relevance 
it has to the scope of the present inquiry, Canadian 
Trucking Associations considers it its duty to submit 
its views on this problem, together with proposals 
relating to the practice of agreed charges. 

THE CHAIRMAN: I suppose these views are 
consistent with your views before the Turgeon report? 

MR. HUME: Well, with modifications. I 
think, Mr. Chairman, that before the Turgeon Commission 
of 1954, at which I had the honour to represent the 
industry, we were opposed to them, period, In 1960 -- 
I don't want to anticipate this submission, but they ar 
now accepted as an economic fact of life, and we are 
attempting now -- we have certain modifications -- to 
try to be realistic. They are here, and perhaps at 
the end of the submission the shift that is made for 
practical purposes, and also from the standpoint of 
common sense, will be seen. 

THE CHAIRMAN: That is, you want to take 


the position of being realists? 
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has been increasing during the last decade, and the rate 
of increase has been particularly rapid since 1953, as 


the following table indicates, 


Year traffic 4 ts ton-mile of haul miles 
1949 «3 3.2 oy 
1951* 1.1 3.53 96 
1952 i¢8 3w51 1a 
1953 136 3.40 134 
1954 3.2 2.87 207 
1955 4,3 2.91 319 
1956 Bal 25.85 32! 
L957 (2 205 B75 
1958 8 0 2.47 348 
* January, April, July sample. 
Source: Board of Transport Commissioners 
for Canad, Waybill Analysis, 
1949-1955, 
The facts stand quite clearly from this 
tabulation: 
(i) Agreed charges, which originally fcrmed 
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MR. HUME: We hope to be, Mr, Chairman, yes, 
Q. Would you continue, mt, Magee? 


A. The importance and Scope of agreed charges 


Development Trends of Agreed Charges 


1949 


Trarfic Volume 
moving at agreed 
charges as @ of 
total carload 


a small and insignificant part of total 
railway traffic, have become one of the more 


important traffic categories, 
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in Canada 


Average Revenue 
cents per Average lengt 
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| (41) The growth of agreed charges parallels 
recent developments in the trucking industry, 
and can be related to the growth of truck 
competition, 

(iii) The average rate of agreed charges shows a 
definite down trend, Some lowering of rates 
was to be expected, as the length of haul 
increased, However, our view is that the 
fall in the average rates indicates that 
agreed charges are no longer restricted to 
high rated traffic but that more and more 
commodities are carried under agreed charge 
rates. This is very apparent in the fall 
of the revenue per ton mile from 2.65 cents 
in 1957 to 2.47 cents in 1958, a period when 
average length of haul decreased. It must 
be remembered that even by remaining constant 
in a period of rising rail rates the agreed 
charges have a greater competitive impact. 
The downward tendency gives greater emphasis 
to this feature of these rates. The 
agreed charge is a more potent competitive 
weapon today than it was at the time of the 
Royal Commission on Agreed Charges in 1954 
because now more traffic is carried under 
agreed charges and at a more competitive 
rate. 

(iv) The average length of haul has been consistentl 


increasing, which indicates the importance of 
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truck competition for longer-haul traffic ag 
well as the determination of the railways to 
preserve all the traffic which is potentially 


competitive, 


(Page 10633 follows) 
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WHAT IS THE REAL NATURE OF AGREED CHARGES ? 


On one hand, agreed charges can be considered 
as a means of translating the general benefits of com- 
petition into lower rates to the consumer, and, as such, 
are an important manifestation of competitive benefits 
brought about by the trucking industry. 

On the other hand, agreed charges can be 
considered potent monopolistic weapons; means through 
which competition against the railways can be weakened 
and eliminated and the monopolistic position of the 
railways re-established. Ags Such, they should be viewed 
with concern by the public. 

In other words, agreed charges present a 
paradox; a mixture of competitive benefits on the one 
hand and restrictive practices aimed at the elimination 
of competition on the other. 

An agreed charge is more than a volume discount |L- 
a sort of "super-carload competitive rate." The essential 
feature of an agreed charge is the tying-in of the 


Shipper's traffic to the railways, which withdraws a 


particular traffic from the competitive field. 

The Turgeon Royal Commission on Agreed Charges 
considered these points, and arrived at certain re- 
Commendations. These recommendations were based on the 
evidence produced in 1954, and were necessarily based on 
1953 experience. Seven years have passed since this time. 
The analysis contained in Hon. Mr. Turgeon's report should 
be re-examined. 

Hon.Mr. Turgeon made an analysis of the trucking 


industry, both as a cause of agreed charges, and as an 
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“eust 


1/ industry which would be most affected by the practice. 
2]| This analysis is best summarized by quotations from the 
3] report itself. For the purpose of easy reference the 

4/ selected statements and necessary introductions are 


5|| numbered here: 


6 i. "...the practice of agreed charges was 
7 fatveauced into Canada mainly for the pur- 
8 pose of enabling the railways to cope more 
9 effectively with the competition of the 
10 trucks. This purpose must therefore be 
11 kept in view when changes in the law are 
12) being considered, and must prevail against 
13 objection, as long as it does not go far in 
14 creating injustice towards truckers or 
15 others." (page 26) 
16 || ii. The assessment of the effects of the relaxa- 
i7 tion of regulations relating to agreed 
18 charges reads as follows: 
19 "I am impressed with the belief that the 

| 20 moor industry has become a factor of 
21 permanent value in Canada's economic life 
22 and that no legislation concerning railways, 
23 and, more specifically, the legislation of 
24 the kind now contemplated, can cause it 
25 vital damage." (page 26) 
26 iii. This belief in the trucking industry's 
27 invulnerability is based on the following 
28 reasoning: 
29 ",..the highway vehicle has become a most 


~~ effective means of transportation for all 
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but the lowest-valued bulk commodities, 
wherever distances and condition of the 
highway are favourable. These advantages 
are not present in all highway carriers 
but they are sufficiently general, with 
their continuing extension to new traGfic., 
to warrant a full reconsideration of the 
respective roles that these two main types 
of transport may and ought to perform in 
the immediate future." (page 23) 

lv. In addition, the trucking industry possesses 
a "great diversity in size and extent of 
tuabivauah highway carriers! operations ..." 
",..When mention is made of the trucking 
midusaaey a vast number af independent organ- 
izations are referred to, each with its 
own capitalization, operating characteristic 
and costs, and its own specialized traffic 
and area of operation. ...When we add to 
these characteristics that of relative ease 
of entry into the industry and the relativel 
quick liquidation of uneconomic operations, 
we may gain some conception of the formid- 
able nature of the competition that highway 
transport in general offers to the older, 
more rigidly constituted, types of transport|" 
"Pasic to the competitive strength of 
highway transport is the fact that while 
individual operators may retire from busines 


or go bankrupt, there is always the 
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possibility of replacements moving in 
Quickly." (page23-24) | 

v. The third advantage of the trucking idinatry 

| 
is its freedom from regulation, and "... en 
one advocates the regulation of highway | 
transport in the interest of the railways ." | 
(page 25) 
vi. Consequently 

"...I think the most striking development 
te be noted during the last few years is 
the growth in the size, the efficiency and 
the prosperity of the trucking industry on 
the one hand, and, on the other hand, the 
great deterioration to be seen in the 
financial position of the railways despite 
all they have achieved in the way of 
improving their property and their services, 
This railway situation is opposed to the 
national interest." (page 26) 

The pattern of transport development today is 
more clear than it was in 1954. How well does mr, 
Turgeon's analysis stand in the light of presently known 
facts? 

To summarize Mr. Turgeon's argument briefly, it 
was that agreed charges were a legitimate competitive tool 
necessitated by truck competition; that agreed charge 
rate making should not be interfered with unless it was 
unfair to truckers and others; that no protection from 
the practice of agreed charge rate making was necessary 


for the trucking industry because it was well established, 
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had inherent service advantages, and the nature of the 
industry and the lack of regulation permitted a flexibilit 
and ability to meet competition which the railways did 

not have; and that the relative lack of prosperity in 

the railroad industry demanded that in the national 
interest they be permitted to use this competitive tool -- 
agreed charge rate making -- without restriction, 

It is submitted that the fact that the trucking 
industry was well established and the fact that is has 
certain inherent advantages are not in themselves reasons 
why it should be subjected to competitive practises which 
may necessitate serious readjustments from time to time, 
Therefore, the crucial point in Mr. Turgeon's analysis igs 
the ability of the industry to contract and expand with 
minimum dislocation -- the"ease of entry and exit into 
the industry" mentioned in, duotation iv. Viewed in 
retrospect it is submitted that Mr. Turgeon erred. It 
must be admitted, however, that at the time of the report 
the development trends of the industry were not as clear 
as they are now. 

AS was shown in Section 3 of this submission, 


the trucking industry is now moving at an accelerating 


pace towards heavy capitalization and larger firms. This 
is the direct result of competitive measures and rising 
costs. The ease of entry and exit, whether or not it was 
true in the past, is definitely not true today. In order 
to perferm its economic functions efficiently the trucking 
industry needs a certain degree of stability and a certain 
level of profitability to attract new capital and to 


Provice sources of “internal capital" for further 
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re~investment. It also needs Stability because individua 
firms employ Gore people and management and operating 
teams cannot be built up overnight. 

The point we make is this: the trucking 
industry is no longer one large group of one-man operator 
who can.enter and leave the industry at will. It has 
acquired all the nepeineliee of modern industry and must be 
treated as such. It is a competitive industry and it doe 
not claim any special protection. It needs and deserves, 
however, an assurance of the same protection against 
destructive practices of monopolistic competition as 
would be given to any other sector of the national econom 
threatened with major dislocations. 

It may be argued that so far agreed charges have 
not succeeded in the elimination of the trucking industry; 
that the industry has managed to expand during the period 
in which agreed charges expanded from less than 1 per cent 
of railway carload traffic to almost 10 per cent of this 
traffic. The answer to this argument is as follows: 

i. The present scope of agreed charges is not 

a final limit of the development, and, if 
the past trend continues, the 8.6 per cent 
of 1958 traffic volume may become 16 per 
cent by 1962 or 1963, assuming that the 
proportion of agreed charges will double 
again in four years. This quantitative 
difference is bound to more than double the 
competitive impact on the trucking industry. 
ii. The real effects on the growth of the 


trucking industry are obscured by the fast 
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economic development of the country. In 
other words, other factors favouring the 
development of the trucking industry have so 
far diminished the adverse effect of agreed 
charges, However, as the economic develop- 
ment of the country tapers off it may become 
more apparent how successful agreed charges, 
as a weapon to shift truck-developed traffic 
to the railways have become, 

In the past, the trucking industry has 
made dire predictions as to the effect of agreed charges 
upon our industry. We made these predictions in good 
faith, based upon the facts as they existed at the 
time and upon our fear of this extremely potent com- 
petitive weapon which was being used by the railways. 
Many of our predictions did not come to pass and 
because of the flexibility of our industry, not because 
of our inherent advantages, but because of far-sighted 
resistance to the agreed charge principle on the part 
of certain shippers and because of changes in the 
basic facts which determine the economics of our 
industry. 

Q. May I ‘inter cupt sou, “Mes Magee, to task, 
Just in passing, whether you have anywhere in this brief 
any evidence that the members of your industry have 
experienced any difficulty because of the use of adveed 
charges as a competitive weapon? 

A. Well, in Appendix "A" at page 14 


you will see that 71 per cent of the firms interviewed 
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by the Associations' representatives during that economic 
analysis of the industry indicated that they had ex- 
perienced difficulties from agreed charges. 

Q. And that is Appendix "A" to this brief 
at page 14? 

A. That is right. 

Q. Will you continue, please? 

AY For example, in February 1959, the 
railways approached petroleum product shippers in 
western Canada with a proposal for an agreed charge for 
the haulage of petroleum products. The rate offered 
by the railways was extremely favourable to the shippers, 
but it required that the shipper move more than 90 per 
cent of his products throughout the western provinces by 
rail. Had the major shippers in western Canada accepted 
this agreed charge -- and they all considered it care- 
fully -- it would have meant the virtual disappearance 
of this traffic for the trucking firms and the ruin of 
the large bulk tank truck carrier firms in western 
Canada. As it happened, one of the major shippers 
chose not to accept the agreed charge. At the same 
time, road weight limits were increased, where this 
was necessary, so that the western Canadian firms were 
able to continue in business and offer better rates to 
their shippers. But weight limits cannot be raised 
indefinitely. Some day the railways may offer such 
a low agreed charge rate that no shipper can afford to 
refuse it; at that time the predictions of the trucking 


industry as to the competitive power of the agreed 
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charge rate will be realized, 

It is submitted that the problem posed by 
the use of agreed charge rate making is how to prevent 
the agreed charge from being used as a means of 
deliberately eliminating competition, and, at the same 
time to continue to reap the benefits of the compe - 
titive atmosphere which it has created. 

The present safeguard is the right of appeal 
to the Governor in Council, The effectiveness of 
this safeguard is still doubtful in view of the lack 
of experience and lack of criteria against which such 
an appeal would be considered, It is submitted that 
the solution to the problem should satisfy two condi- 
tions: 

(a) The appeal procedures should be made more 
effecti re, 

(b) The potentially monopolistic element of the 
agreed charges should be circumscribed. 

THE CHAIRMAN: Have there been any appeals? 

MR. HUME: No. 

THE WITNESS: Not by any of the trucking 
associations, sir, and not by any of the truck operators 
There has been an appeal, I believe, by the Government 
of Alberta to the Governor in Council. 

Q. Will you continue, please? 

A. We suggest that appeal procedures be 
improved by granting a right of appeal for competing 
carriers to the Minister of Transport for the purposg 


of having the appeal referred for investigation to the 
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Board of Transport Commissioners on the grounds of 
A. Public interest, which in @ulicrete terms 
would mean actual or potential elimination 
of a competing sector of the industry; 
ie The non-compensatory character of the rate, 
which, of course, is a prima facie case of 


unfair monopolistic practice, 


(Page 10648 follows ) 
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1 
2 Such a right of appeal would not put too onerous 


3 restrictions on railway rate making policies, It would, 


however, act as a stronger safeguard against gross 


4 

2 abuses of the agreed charges method than present appeal 
procedures, 

: Q. In that connection, Mr. Chairman, may I 

: offer -- and I don't know whether you want to mark it 

8 


as an exhibit -- but Canadian Trucking Associations 

9 has a suggested amendment to the Transport Act which 

10 was referred to in this section, amending subsection 1 

11 of section 33 of the Transport Act to give effect to what 


has just been said that, in place of the appeal- being 


r to the Governor in Council, that the motor vehicle or 
a association operator, including other people, may com- 
x plain to the minister --- 

BS THE CHAIRMAN: Well, we could take it richt 


16) into the record. 
17 MR. HUME: We eould.)- Lam"mindful’ of the 
18 request of this Commission that when someone suggests a 


statute be amended, you would like to see our views. 


19 

I have 25 copies and they can be taken into the record, 
20 

if that is your wish. 
21 * 4.4 7 

MR. COCPER: Mr. Chairman, I think we could 

22 et sore ‘ he we 

take it right into the record. 
23 MR. HUME: This is a suggested amendment to 


= . PEA Ee ~ oy co > 4 
24 the Transport Act referred to in section 6, paragraph 21, 


25 Or the submission of this Association, and it will read: 
6 "Suggested amendment of the Transport Act referred 
et to in section 6, paragraph 21 of the submission 
if] of Canadian Trucking Associations. 

| 
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"1. Subsection one of section thirty-three of the 
Transport Act, chapter two hundred and 3 venty-one 
of the Revised Statutes of Canada, 1952, as amended 
by chapter 59 of the Statutes of 1955 is repealed 
and the following substituted therefor: 
"33 (1) Where an agreed charge has been in effect 
for at least three months. 
(a) any carrier, or association of Carniers « Dy: 
water or rail, 
(bo) any motor vehicle operator,. or association of 
motor vehicle operators, or 
(c) any association or other body representative of 
the shippersof: any, Locality 
may complain to the Minister that the agreed charge 
is unjustly discriminatory against a carrier or a 
motor vehicle operator or a shipper or places his 
business at an unfair disadvantage, and the Ministex 
may, if he is satisfied that in the public interest 
the complaint should be investigated, refer the 
complaint to the Board for investigation." 


Would you, then, continue, please, Mr. Magee? 


= * ge ae ee Sa MAW ce fe 
Ae Potentially monopolistic elements of 
@greed charges could be circumscribed by exercising some 
3} yA at 4 % aon 
control over agreed charge contracts. At present, most 


of the agreed charges contain a clause requiring the 
shipper to ship all, or almost all, of his traffic by 
Peal, » The. actual practice varies, but it has the 

Same effect of freezing a substantial part of the 
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requirement is not a volume discount related to any 
economies of operation or traffic handling, oilttievs not 
related to any volume of traffic at all; in faet, the 
volume may double or triple and the same percentage re- 
quirement may continue. Clearly a serious potential 
for recreating or creating a monopolistic situation 
exists in such a case, Also, the possibilities of 

experimental and gradual changes in the "transport mix" 
-~- the proportion of traffic handled by different trans-~ 
port media -- are virtually excluded, This is not in 
the public interest, 

It is submitted, therefore that this aspect 


of agreed charge contracts should be controlled by law 


so that it would be illegal for such contracts to contain 
any clauses which would require more than 50 per.cens 
lpper's traffic to move by the railway. 

MR. HUME: May I interrupt at this time to 
make two observations, Mr. Chairman. As this 
Commission will hear when we come to the section on 
Highway Control, this same 50 per cent aspect has been 
written into the draft act which we hope this Comnission 
weil’ recommend for the regulation of the trucking indust 
in Canada, and at this time I would like to read into 


4 s B 4. KL my Than 4 + fa 
the record our suggested amendment of the Transport Act 


to in section 6, paragraph 23 of the submission 
of Canadian Trucking Associations - 


section thirty-two of the Transport Act, chapter 
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"of Canada, 1952, as amended by chapter 59 of the 
Statutes of Canada 1955 is amended by adding sub- 
section 13 as follows: 

(13) Notwithstanding anything herein contained no 
carrier shall make an agreed charg ge which 
requires by its terms a shipper to ship more 
than fifty per cent of’ the goods of the 
shipper." 

All right, Mr. Magee, will you carry on, please 
THE WITNESS: This, of course, would not 
prevent the shipper from moving more than 50 per cent 
of his traffic by railway if he so desired, but he 
would not be obliged to do so, such a restriction 


D 


would enable the shipper to experiment fully with com- 
petitive services, while at the same time shipping the 
bulk of his traffic by the railways, if he desired to do 
BOs 

From the railways! point of view, such a limi- 
tation of their contracts would not likely prove onerous, 
for there are good reasons to cause ashipper voluntarily 
to allow one carrier to handle as much traffic as 


Possible, since it cuts administrative costs, assists. in 


eo 


establishing uniform’ sraffic 1andling and generally 


permits economies not available when many carriers are 


used. 
On the other hand, such a modification would 
materially assist the preservation of potential compe 


ition, which in itself is a desirable national policy 
objective. 


It cannot be stressed too strongly that these 
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proposals are not put forward with the intention of 


"shackling" 


the railways with unwarranted restriction on 
their competitive freedom. On the contrary, they aim 
at preservation of competition and essential competitive 
freedoms by preventing abuses which, in turn, might 
require more stringent restrictions. 

Mr. Chairman, you asked a little while ago 
about the position of the Canadian Trucking Associations 
at the hearings of the Royal Commission on Agreed Charge 
As.Mr. Hume explained, we asked then for the repeal Of 
that part of the Transport Act which permitted agreed 
charge rate making. I should make it clear that the 
position of the association is still one of opposition 
to the principle of agreed charge rate making, but that 
the recommendations which we have just put forward 
modify the principle in keeping with the views of the 
association as to how agreed charges should be proceeded 
with. 

MR. HUME: Q. Turning now to competitive 
rates, will you please, in the next portion of your 
Submission, give the Canadian Trucking Associations! 
views as to the problem of railway competitive rates? 


avoid any misunderstanding 


Gh 
C 


A. in order 
of the position of Canadian Trucking Associations we 
must repeat the statement of our basic position on 
competition in transport, which is: 

"The best regulator, and the best protection for 
the user of transport services, is competition; the 
fostering of competion and not the prctection of 


vested interests should be the aim of a rational 
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"eransport policy." 


It would be illogical if, in our advocacy of 
competition, we should deny competitive right to the 
railways. Truck competition has helped to keep the 
general level of railway rates lower than it would other- 
wise have been and has provided an additional incentive 
for the improvement of railway services, Similarly, 
it may be expected that improvement in railway services, 
and actual or even potential rate competition from the 
railways, must have an effect on the increased efficiency 
of trucking companies. Therefore, any action which 
potentially or actually endangers the existence of com- 
petition should be prevented and controlled, 

It has been claimed by the railways that they 
are not always able to compete on equal terms. ie can 
be deduced, therefore, that, according to the railways, 
equalization of competitive conditions is in the public 
interest. We propose in the next few paragraphs to 
analyze existing inequalities in the competitive advan- 
tages in order to draw practical conclusions on the 


difficult problem of the regulation of certain types of 


rates. 
fhe standard examples given by the railways are 
(a) the problem of the statutory grain rates; 
and 


(ob) the problem of maintaining facilities which 


because of the loss of traffic, are no longer, and could 


Ud 


no longer, be made self-supporting. 

In other words, the basis of the railways! complaint is 
t they are forced into cross-subsidization policies. 

This means that revenues from profitable traffic are 


RS te a Z a TWh a 
Subsidizing the losses on unprofitable services, The 
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implication of such a statement is that the railways, 
because of their size, are able -- for a short, and even 
& long, period of time ~- ¢o pursue such @ policy, 
although it is considered undesirable by railway manage- 
ments. At the same time, however, it 1s admitted by the 
railways that as the result of railway managerial decis- 
ions, some losing services may be carried on, and the 
prerogative of management to pursue such a course of 
action is strongly defended, 

It 1s not our intention here to examine the 
specific complaints of the rail ways but rather to examin 
the underlying fact which makes such a situation poss- 
ible, namely the ability of the railways to carry on 
eross-subsidization policies. This ability is obviously 
not the result of over-all profitability of railway 
operations. It is, however, 


of the railway enterpr With multi-million dollar 


[Hs 
ie? 
(0) 


cash flows the railways are able to carry sectional loss 


5 ~ = a Cor pattern on 
Over fairly long periods of time, and it is only natura 
, oe = a rc 2h. Tr a} hg betes 
that railway management may oecasionally wish to use 


this ability to pursue long range aims of the railway 


enterprise, it is not our suggestion that such a wi 
OL Size advantages is necessarily improper, nor that 
railway managements should necessarily be restrained in 
using their prerogatives. 

It is our contention, however, that the rail- 


r Go crcss-subsidize traffic contains an 
‘ ee -> os + - 4 rorural agree 
Clement of danger, especially when the railways! cor 
petitors do not pessess such advantages, If it is 


true that the railways are at a competitive disadvantage 


because of cross~-subsidization which is forced upon 
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them, it is also true that the possib 
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voluntary 
eross-subsidization of traffic provides the raLllways 
with a competitive advantage not enjoyed by their 
competitor, This advantage amounts to the ability to 
destroy a competitor by drastic rate reductions, rate 
reductions which may ing the railway rates below the 
break even level, whereas the railways' competitors 
could not possibly force the railway out of business by 


earrying.traffic. at 
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in.order to avoid confusion as to the meaning 


of terms "unprofitable services" or “loss services » Which 


often became the subject of unprofitab] ¢ controversy, 
these terms are defined as follows: An unprofitable 
or a loss service is a service which produces, in the 
long run, less revenue than necessary to cover fuday 
allocated costs, the discontinuance of which, after all 


adjustments were made, would improve the over-all net 


revenue position of the carrier, 
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In other words, it may sometimes be argued 
that, although not all costs are covered, a particular 
service is not a "loss service" because it produces some 
contributionstowards the overheads, This may be true 
in the short run -- during the period of time when the 
overheads could not be adjusted or cut with the elimin- 
ation of the service, From the long run point of view, 
Suche” services! stbillacdloss service; unless cltecan 
always be provided on "an added costs" basis -- that is, 
as a free by-product of railway operation. 

It must be stressed also that if the rates 
charges are higher than the average revenues of the rail- 
Ways, or higher than the railways! average system costs, 
these facts alone need not prove or indicate profitabil- 
ity of a rate or of a service, A rate three times highe 
than the average can produce a loss, and a low rate can 
bring a profit. Only if specific revenues and costs 
are compared can judgment be passed as to whether a rate 
is, or is not, compensatory. 

The possibility of the development of a monop- 
olistic situation as the result of rate reductions below 
the economic level is the reason for the existing minimun 
rate control of the’ railways. The prevention of 
a potential monopoly is, therefore, a legitimate object- 
ive of the regulatory agency. 

The possibility of the creation of a monopolist 
situation through rate reductions below the economic leve 
was recognized by parliament. Section 33+ of the Railway 


Act includes these conditions which must be met in the 


publication of railway competitive rates: 
The rates must be compensatory 


The rates must not. be lower than necessary to 
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meet the competition, 

It is clear that the prevention of a monopol- 
istic situation was in the mind of parliament. The 
practical problem is still the technique of its imple- 
mentation, In the railway incentive rates Gascl. 
Canadian Trucking Associations complained to the Board o 
Transport Commissioners that the railway "incentive 
rates" introduced in western Canada appeared to be non- 
compensatory and that they threatened to eliminate 
trucking competition. The Board found that Canadian 
Trucking Associations was not a "party interested" 
before the Board, but decided to investigate the case 
of its own motion. The decision of the Board has been 
accepted as the state of the law as it exists, The 
question is whether such a state of affairs is reason- 
able. 

If competitive rate reductions threaten to 
re-establish a monopoly by eliminating competition, such 
a@ process is rarely obvious to a shipper. Naturally 

enough, any intention to re-establish a monopoly in any 
area would not be advertised by the railways and the 
shipper may be quite pleased with the rate reduction 
offered. It is the railways! competitor who is faced 
with assessing his long range prospects if such a rate 
is allowed to continue and he is a logical person to 
lodge a complaint. 

lv is not difficult to challenge the logic of 
the contention that the railways or any similar undertaking 
Should be allowed to pursue any pricing policy of their 


choosing. The practicability of effective safeguards 
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in regard to railway pricing is what is seriously ques- 
tioned. The arguments against the trucking industry 
be ing allowed to appeal to the Board of Transport Com- 
missioners in regard to railway competitive rates 

can be stated as follows: 

(a) It may create dangerous situations if a 
competitor arguing his case on "non-conpensatory" groun 
is given access to confidential cost data; 

(o) It may lead to grave abuse, if the compet 
ing industry started launching a series of appeals in 
order to harass the railways; 


(c) The problem of determining whether or not 


d 


arate is compensatory is an extremely difficult one an 


may involve elements of judgment on the effects of the 
rate reduction on traffic volume and the impact of an 
increase in traffic volume on operating costs. 

It is submitted that the arguments (a), (b) 
and (ec), are not valid. 

As to the first argument -- the release of 
confidential cost data of the railways -- the Transport 
Board may quite appropriately study the necessary data 


through its own staff, without releasing them to the 


parties concerned,. All the interested party has to 
establish is the exiabence of a prima facie case that 
the rates are likely to be unreasonably low and may 
result in the elimination of competition, 

The argument relating to possible harassment 
of the railways - and this, we feel, is very important 
because this is perhaps one of the most plausible argu- 
ments that can be raised against our request for the 


amendment which is coming - by a series of frivolous 
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2 appeals cannot be considered as a serious argument in 
3 respect to the national association of the trucking 


industry. Even if it were true, such appeals are 
Screened by the Board first. The obviously frivolous 
appeals would probably not be permitted to proceed to 
‘ a hearing. A frivolous appeal would thus amount to 
harassment of the Board, not the railways. No sane 


carrier and no sane industry association would risk its 


9 reputation by such an action, 
10 In regard to determimtion of co it must 
11 be admitted that any cos ting scheme relating to a part 


of railway operations is bound to be complicated, It 
is quite possible, however, to develop a set of accept- 
able criteria for determining whether or not a rate is 


compensatory, and whether or not it may result in 


elimination of competition. After all, there is nothi 
16 || easy in deciding what constitutes a business! net 
17 income, and yet businesses do pay income tax. 
18 | It is submitted that the Railway Act should 


be amended to provide for a trucking association's 
right to appeal competitive rate reductions if it appear$t 
that the rates are non-compensatory and if, as 
result of their reduction, actual or potential monopoly 


may be created. In order to avoid the problem of 


examination of confidential cost data, such information 


24 may be made available exclusively to the Board itselz. 
DS THE CHAIRMAN: Ithini: you would favour ‘a 
6 bill now before the House given by Mr. Brown, 

MR. HUME: The amendment, Mr. Chairman, thet 
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can say to this Commission that Mr. Brown developed 


his own bill; I mean, the Canadian Trucking Associations 
had nothing to do with the submission of that, This 
was developed by ourselves, and I believe Mr. Brown 
is going to make the bill available to the Commission, 
Snd you will be able to compare the two. 
| THE CHAIRMAN : Has Mr. Brown seen your 
MR. HUME: No, I don't think so. ‘+ » 
RS) ¢ 
ee THE CHAIRMAN: I wonder if you could make it 
available to him. 
THE WITNESS: We can certainly do that, sir 
MR. HUME: it was just handed to us this 
morning as a mimeograph. 
Mer. Chairman, in the light of what was said by 
Mr. Magee, I would like to read into the record the 
Suggested amendment to the Railway Act which was referre 
to in paragraph 19 of section 7 of the brief. 
"l. Section two of the Railway Act, chapter 
two hundred and seventy-one of the Revised Statut 
of Canada, 1952 is!“amen 
after paragraph aoe uucen thereof, the following 
sy 
paragrapr 
"17 (a) 'fotor vehicle operator! neans any per:on 
engaged in the transport of goods or passengers 
by motor hicle for hire or reward." 
ee Section three hundred and thirty-four of the 
id Act is amended, by adding immediately after 
Subsection two, the following subsection: 
"(3) If a motor vehicle operator considers that a 


competitive rate has subjeated him to an undue, 
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“or unreasonable prejudice or disadvantage, an 
association of motor vehicle operators on his 
behalf may apply to the Board for an order dis- 
allowing the rate, and the application shali, 
on the request of any party to the application, 
be heard and determined in open court." 

Mr. Chairman, at page 816 of the transcript 
you, in your capacity as acting chairman, said the 
following: 

"I think it would be most helpful to the Commissioi 

if the, associations * - 
referring to the Canadian Trucking Associations - 

"would make some definite announcement on the 
principle of piggyback. Dee Cie y . tore cor 
against it? Do they want it or do they not? 
I think it would be helpful to us, but that can 
wait for Ottawa." 


THE CHAIRMAN: I suggest we start piggyback 


ao 2 o'clock, 


---Luncheon adjournment. 
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1 

2 ---On resuming at 2.00 o'clock. 

3 THE CHAIRMAN: Order, please. 

4 MR. HUME: Mr. Chairman, before Mr. Magee 

5 commences to read his submission on the piggyback, and 

6 because I should like to give Mr. Montague the due 

: to him for the work he did in assisting us on thks 
Commission, I would like to point out, for the purpose 

4 of clearing the record, that at page 10505 of yesterday! 

9 


transcript there are three errors, One is that 
10 Mr. Montague's middle initial is "H." and not "B," 
il The second is that the group with whom he is associated 
12 is Applied Economics Research Associates and not as 
13 Shown; and thirdly, that the assistance he gave was to 
"C. T. A." and not "C. P. A." which could be taken 


14 
Bs as "Canadian Pacific Air Lines." 
| I think those corrections are fair and that 
x we should, perhaps, have those in the record. 
Q. Now, Mr. Magee, we come to the next 
18 section of your submission in answer to the Commission's 
19 request for more information - and possibly you would hawe 


20 advanced it anyway. Would you be good enough to give 


the view of your associations on this important question 


21 
Qe of piggyback? 
A. | Piggybacking is the name given to the 
23 
means of transporting goods in a large prepacked 
24 


container on a specially prepared railway flatear. The 


°5 container most frequently used in "piggybacking" is a 


6 truck trailer, It is not a new technique in the trans~- 
7 port industry and has been used with various degrees 
* of success for over 20 years in the United States and 
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in Europe. However, during the past five years there 
has been an increased we of piggybacking in North Americ 
If present trends continue, it may become one of our 
more common methods of transporting goods over long dis- 
tances. As such it will have a profound effect upon the 
structure of the transportation industry. 
It is accepted practice to describe the varia- 
tions of piggyback in use in the United States as follows 
Plan 1 - Railway transportation of trailers owned by 
motor common carriers. 
Under this plan the shipper has no direct contac 
with the railways. The trucking firms solicit 
and bill freight at truck rates and usually 
pay the railway a flat charge per trailer. 

Plan 2 - Railway Transportation of trailers owned by the 
railway. 
Under this plan the railway deals directly with 
the shipper soliciting business under the rail- 
Way truck-competitive tariffs. 

Plan 3 ~ Railway transportation of trailers owned by the 
shipper. 
Under this plan the shipper loads his own traile 
and delivers it to the railway. The railway 
loads the trailer on a flatcar and grounds it 
again at its destination where the shipper must 
take it over again. Rates are based on the 
commodity and quantity moved or may be ona 
flat per trailer basis. 

Plan 4,- Railway Transportation of shipper's trailers on 


shipper's flatecars. 
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Under this plan the Shipper takes his trailer to 

and from the railway and is responsible for 
loading it on the flatcar. The railway is 
responsible for the origin-to-destination move- 
ment only. Rates are based on a flat charge per 
car, whether trailers are loaded or empty. 

Plan 5 - Raflway and highway transportation of trailers 

owned by either transportation agency. 
This is a plan based on railway and motor carrie 
co-operation and involving the publishing of 
joint rail and motor carrier rates, Either 
carrier is permitted to take shipments origin- 
ating in, or going to, the territory of the 
other, 

In the United States the bulk of the piggyback 
traffic originally moved under plan 1. However, traffic 
moving under other plans,particularly under plan 35 
has shown a steady increase recently. Of the 57 rail- 
roads offering piggyback services in the United States 
at the present time, 25 offer service under plan 1, 51 
under plan 2, 37 under plan 3, 28 under plan 4 and 3 
under plan 5. (Data quoted in the Commercial Car 
Journal, December 1959.) 

The United States is several years ahead of 
Canada in the development of piggyback services. This 
fact and the fact that the rallways in Canada, particul- 
arly the Canadian Pacific, play a relatively larger role 
in highway transport, has meant that there is not at 
present such a diverse offering of piggyback services in 


Canada as exists in the United States. In Canada the 
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service was initiated by the use of plan 2, and at the 
present time all the traffic in Canada travels under 
plan 1 or 2, The actual use of plan 2 is larger than 
wuld first appear because of the shipment of the 
trailers of trucking companies which are subsidiaries of 
the railways. 

Q. Would you kindly explain to the Commissio 
how it works? 

A. The Mechanics of Piggybacking; 

On the North American continent, trailers or 
other containers for piggybacking are delivered by truck 
to a special loading area at the railway freight yard, 

As between different railways, there may be considerable 
variation in the types of piggybacking container handled, 
Some are loaded by means of ramps, others by cranes or 


mechanical lifts, including hydraulic hoists on truck 


chassis. Containers lifted by crane often leave their 


wheels behind, Railway flatecars built or adapted for 
piggyback traffic vary in length from 40 to 88 feet and 
have special suspension, Various devices are necess- 
ary both on the container and the flatcar to ensure that 
the load does not shift while the train is in motion. 
The loaded flatcars are moved by the railway to the point 
of destination where they are immediately shunted to 
another special loading area and are grounded ready for 
pickup by truck tractors. 

In Canada, trailers are the container used in 
biggybaciing; the loading is done by means of ramps. 

Q. Would you please discuss the various 


factors which Canadian Trucking Associations consider as 


eft ds bas .S asig to sav edd yd bedetsint aew sotviee 
rabay afovent ebhaasd af obttetd end {fs omty Jacaong 


aside veguel at & melq To San fautos etT  .S to £ aslq 
att to teem iria edd to sevssed TS9qqs dark? bisor 
*o getustbhbiadve 1s doltslw asinsqmos anrtdouit to atelisst | 
,eyewlis: edt 
otagiomod sdt of atelqxe Yibata noy bivow a) * 
fextow tir wod 
sgnbicsdygatt to sotasdoeMm eff .A 

vo assltes? «twealtnoo asotremA diol edd) a0 
spouses ud berevifleb ons gn iniosdyaatg vot aventsiaos 1siI0 
prey drigiex? yswite: edd 3s sete gaitbsol [stooge 8 oF ; 
efdsrebtanos. od yam etend aysulisy saotsTLLD goowted af 


——————— nan 


pelbasd veatstnos anitosdyagtq to Bsqys edt ak sotislisv 


so pensito yd eteido <aqmet "5 ensont Yd bebsol sis on0G | 
wounds no edteator otiuarbyd gatbuLont wadtbe fsotasdoom — 
xtenst evsel medic eas ro yd besthl erentataoD .stegeads — 
| yot bedgsbse to tiind arsodealt tawlieh -batsded alow 
| prs 3602 88 of OF mont adgael at yrev ot read dosdyaghy 
| ~an9oen evs aeotve® enotss¥  .moleneqeve fstoeqa oved 
tad ovvens o¢ tsodeft edd bas ventsdnoo edd ao tod YS 
“cotvom at at dkevd odd eftdw ditde dom asob bsol ett 


tatog sdd of ysuiles oft yd bevom one exsotelt bebsol onf 


ot bednauda yfeteth omnt axs yodd evrerdw notisaitash TH, 


rot ybser bobavorga 8c6 bas Bets anibsol [stoega vontom, 


| . .etogesit aourt yd qualek 
| nt bean tentsdnos edd sts ayeftest .ebsasd al 

| .equst to ansea yd smob ef gathsol edt gmtiosdysed 

guofsav edd eauoath seselq voy bivow a”) 


2s yobtaaoo enotdstooeeA amiiouiT asthensd doisdw 210 


ANGUS, STONEHOUSE & CO. LTD. te dir. 10666 
TORONTO, ONTARIO Hume ) 


being limitations of piggyback? 
&. Types of Goods Handled: 

Livestock, perishables, automobiles, frozen 
foods, iron and steel, manufactured goods, fluids in bulk 
and mail are all carried by piggyback in the United 
States, In Cariada there are a number of exceptions to 
this list, notably livestock, automobiles and mail, 
Ultimately, it can be expected that there will be no | 
greater limitation of the variety of goods which can be 
carvied profitably by piggyback than there would be for 
carriage by truck and the list of commodities carried wil 
undoubtedly grow with time, until it is as exten sive 
as the list of commodities carried by truck. 

Density of Traffic: 

The principal competitor for a piggyback servic 
is the interurban truck service. To compete with truck 
Service, piggyback must meet or improve upon not only 
the rates offered by trucking firms, but also the speed o 
truck service, Therefore, time is a major factor in 
determining whether a piggyback service will be able to 
take traffic and hold it from competing interurban truck 
Service performed entirely by highway. Among other 
things, this means that time of train assembly must be 
utilized with maximum efficiency, and inspection, 
Switching and other time-consuming procedures kept to a 
minimum, For these reasons, competitive piggyback ser- 
vice is limited to service for points between which there 
is a high volume of traffic. Intermediate stations and 
branch line stations can be serviced only at the cost of 


decreasing the competitiveness of the major service, 


exosdyzatq to anottadimtl gated 

sbefbasl shoo. to S9qNT «+A. oe 

| weno'rt .eelidomotue .weldadaiiedq ootasvhl 7 
Ixtud ot ebtult? .eboos bewstoswiaen .Losts bas aout aboot 
petiny edt nt xosdyanta yd detumso tis ome them bas. 
seduuct & ets ovedd sbanso al Betas 


o¢ anotiqeoxs to 
fie bas aelidomosus ootaevil yldadsor Jatt etdd 


on od LLiw etedt tad? petosqxs ed aso dL YLessmislLe 


ed nes soidw ehoog to yteiseay sit To nottstimi{ sevesm 
«ot od bluow strerid marist xosdyaatq yd vwldetitorg helwiso 


(tu bebxueo evoelthbemmoo ‘to tutt odd bas Mourd yd sgsiits9 


aan, 1: ee 


svtensdxe e¢ el ot Lrtns .omkd dtiw worry ylbetdyodm 
douyt yd belrras eotdtbomnos. to jerl odd oa) 


ee 


:otTise? to ytteqs 


polvee dosdyaata 6 x0 sodtdeqmos Laqtonisg eat 


vouxd atiw steqmoo oT ,eoivrea aowrt nsdustedet eid af 
yino ton coqu evemqml Ts +son taum Moadyastq «solver 


to beeqe odd oefs dud..,emutt gattouas qd bereTio seta: ond © 


| 
; 
| 

at totosl soban 6 al emty ~orotexeni?  .solvisa Howe: 
ot efda ed [ftw soivuse xosdvazsy & coitedw gataimietes 


sour? aeduuiesnt gattveqmoo mort dk biod bas otters sole 


sorgo gaomi .yewdgid yd yleriins bom T198¢ Soo lvsee 
ed geum Yidmecss abears to eats tedd ansem elas .e@peeee 
soitdoeqent bas eyouslotite munis dtiw bes tile 


& ot Jgsl se mhoeoo1g gninwanoo-ould rodve bas acttodocie 


| 

| -rea Aosdyzeta eviciveqmoo .eqaesse® eaonit rol « (UAE 
| onedd dotiw noswhed adatog no% oahvees ot Hetimtl sl gam 
| prs andotiese stetbomretnl .olft isis to amulev data s 8 
| 9 d@oo SHY te vino Beotvrse ed mao enotiste eatl dong 


_sotveoe sotem oft to esenevisdtieqnos ody yalason 


ANGUS, STONEHOUSE & Co. LTD. Magee, dir. 10667 
TORONTO, ONTARIO (Hume ) 


Density of traffic is also a factor in limiting 
the extension of piggyback services in another way, 
Piggyback requires an investment in Specialized loading 
facilities and it is doubtful if the railways will make 
such an investment unless there is sufficient traffic to 
warrant it. 

At present it would seem that piggyback service 
Will be limited to main line Stations which handle large 
volumes of traffic, (The list of loading points publishe 
in the Commercial Car Journal, December, 1959, appears 
to contain predominantly high traffic points and sizeable 
centres. ) However, communities near the piggyback terminal 
point will also receive some direct benefits from the 
institution of services because piggyback traffic may be 
moved from or to these communities by truck, The abilit 


of a piggyback terminal point to draw traffic to it will 


increase with the length of through haul originating or 


terminating at that point. For example, Chicago has been 
able to draw piggyback traffic which is trucked from as 
far away as Detroit because Chicago is the terminal of th 
through haul to the west coast. 

Length of Haul: 

Distance is a factor in determining the role 
of piggyback only to the extent of setting the lower limit 
for the length of economic haul. ‘There appears to be no 
upper limit for piggyback. ‘In practice, the only limits 
are those imposed by the railway service itself, partic- 
ularly the length of through hauls; whenever journeys are 
broken by extensive switching the advantage of piggyback 


diminishes. The greatest development of riggyback has 
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2) been in the high density traffic route where there 
3] exists a fast through freight service, In Canada, this 
4 has been primarily on the Toronto-Montreal run. It should 


not be assumed, however, that piggyback can only be 


= 

competitive on runs similar in distance to Toronto- 
6 

Montreal for longer hauls are made in the United States 
7 -- for example, between Chicago and Los Angeles. There 
8 


is a growing use of piggyback on long hauls in Canada. 
9] Shippers in most major cities in Canada have some form 


10} of piggyback freight movement available to them. 


11 The Costs of Piggybacking: 

12 It is not possible for Canadian Trucking 
Associations to make a statement as to the railway costs 

4 involved in piggybacking. However, the growth of the 

- service would seem to indicate that it has a strong 

15 


competitive position. The cost of piggybacking services 

16 to the trucking industry is simply the rate charged by 

17] the railroad, As these rates are, for the most part, 
18 based on truck costs it is not unexpected that trucking 
firms usually make use of piggyback when it is offered 
to them. However, it would not be correct to assume 
that because truckers make use of piggyback services 
piggyback rates are lower than over-the-road trucking 
costs. In many instances the rate offered by the railwa 
3] 4s not lower than the truckers! operating costs, but some 
4] use is still made of piggyback because of the flexibility 
5] and increased capacity it gives the trucking firm. 

5 Q. Would you be good enough to discuss the 


growth of piggyback in the United States and in Canada? 
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A. The following figures give an indication 
of the growth of piggyback traffic in the United States: 


Year Cars Loaded in Piggyback 4% Increase over 
—revious year 


Previous Year 


2555 168 , O00 

1956 208, 000 oun ° 
1957 249,000 20% + 
1958 277,000 10% 
1959 415,000 50% 


MR. .HUME: Might the record show that the 
source of those figures is the Associ ation of American 
Railroads, U. S. News and World Report, issued 
February 1, 1960. 

THE WITNESS: The substantial increase in 
1959 is significant, for even after allowing for the 
_despressed conditions of 1958 it implies an increasing 
rate of growth for this traffic in excess of 25 per cent 
per annum, At the present time, piggyback loadings in 
the United States are less than two per cent of total ear 
loadings. However, D. P. Loomis, the President of the 
Association of American Railroads, has estimated that 
"Half the nation’s railroad freight may one day move in 
loaded highway trailers and containers on piggyback 
flatcars." If Mr. Loomis is correet, then the present 
rate of growth of piggyback traffic should be sustained 
for several years. 

The Canadian statistics for piggyback are 
available only for 1958 and 1959 and are not sufficient 


to permit any conclusions to be drawn as to a possible 


o 


2 


aot¢sotbhal as - oviy eowatt gatwolfot edt A ac 0ouey 


-neded2 botiav edt af oftterd aosdyagta to diworg edt to 
' y 


savo sasetoal & wosdygatt at bebsol sso ; a8sY 
. seoY svotverd _ = 


eit jad? wode bsooe1 edd seg ii SMU, . AM 


nsoivemA lo notés boseA edt al aeyuglt seods to so tog 


| 000 ,88f ~ aeer 
| * pis 000 .808  9eer 
| + PYOs 000 eas year 

| ROL 000,178 Baer 

| ROE 000 ,2r# caer 
| 

| 


seyeot droge DitoW bas awe .2.,U .ebsorl tah) 
,OOer .f yusuidet 


— 


at eseront fatéasdedue edt  +@@auTIW ART 
| eit tot sniwolls edie aeve tot ,jasoltiagla at ecel 
) guteseront as setiqmt Jf 8aef to anoltibnos hbeage tqesd 
| guso s9q @S to easoxe at otter? etidt tot ddvwowg to otet 

at sgaibsol sdosdyagiq < amt ineaenq orig 3A munis 19g 
“sg9 [sdod¢ to dneo ted ows madd sael O18 aetete betta’ edgy 


i 

( 

; , ou : 
| eit Yo taehbteertl sdt .pimool .f .f . tevowoH santhaol 
) tsad betaattee aad yabsotl ish asotremA to no tisloosae 

t 


at evom Ysb sno yam tigter? beotlis ¢aolisn edt Ish" 


| Yosdynatey mo evenistaen bas exyefltsyt ysweigts bebsol 

| teeeenq edd acct (deemreo et atmool .w TT " srsovehe 

bontstsun od bfvoda siYtsrd aoedysatq to Avworg to Sam 

) | ; .e1ssy [sieves We 
ers xoadyagig tot sotvatiedse askpsnso ot 

inetolttwa don ers bas CFCL bas Seel os viao efdalsé 


eidtasog 2 o¢ 45 musth oe of anotapfonoo yng thmreg 


—— nn 


ANGUS, STONEHOUSE & CO. LTD. Magee, dir. 10670 
TORONTO, ONTARIO Hume 


2 rate of growth for piggyback services in Canada. They 
3] do show, however, a remarkable increase in these services 
4 over the past year, In 1959, piggyback car loadings 


were 133,929, an increase of 71 per cent over 1958 


5 

loadings of 77,109. It is interesting to note that 
6 

despite the relatively shorter experience of the Can- 
7 


adian transportation industry with piggyback services, 
8 the D. B. S. figures indicate that piggyback carloadings 
9 in Canada are about 2.5 per cent of total Canadian rail 
10| Carlioadings (which includes cars loaded in the United 
States). 

THE CHAIRMAN: Would you know how the 133,000 
was broken down - east and west? 

MR. HUME: I am advised that it is in the 
statistics and we will attempt on Monday to find those 


figures, Mr. Chairman, 


(Page 10674 follows) 
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THE WITNESS: 


It may be that the DBS figure and the American 
figure we have quoted are not strictly comparative, 
However, it is perhaps pertinent that the Canadian 
percentage is not significantly less than the American 
figure, considering the greater length of time that the 
service has been available in the United States. It 
would seem to indicate that unless there igs something 
special in the Canadian situation which would lead to 
a faster rate of growth, the rate of growth in Canada 
next year should be closer to that experienced in the 
United States. 

Q. Mr. Magee, your organizations have made 
an evaluation of piggyback, and would you be good enough 
to place before this Commission this evaluation? 

A. The value of piggyback to the railways 
is obvious, It has enabled them to regain a considerable 
amount of traffic which they had lost to competitors 
over the years, The position of the trucking industry 
is not so clear, Geneally, piggyback has been used 
extensively by trucking firms when it has been made 
available to them. It permits the trucking firms to 
Obtain better utilization of their equipment and, at 
the same time, it has added to the ton-mile life of 
equipment. It has also enabled trucking firms to handle 


peak movements without heavy investment in extra 


oy, 


equipment. 
There is, however, a threat to the trucking, 
industry inherent in piggyback development, not so much 


from its use by existing common carriers, but from 
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shippers who handle the goods of others and are not 
licensed by provincial truck regulatory boards as inter- 
urban common Beato ed. There is a strong possibility 
that to carry on this type of business, firms may 
develop which would be completely free of any type of 
regulatory control. 

What is at stake here is the future stability 
of the trucking industry. We have indicated in other 
parts of our submissions the trends to rationalization 
and increased capitalization within our industry and 
the change in the stability of the industry which these 
trends have brought about, Unfortunately, many of 
the firms in the trucking industry which are leaders 
in terms of efficiency and quality of service will be 
the very firms to suffer most if unlicensed competition 
arises from local cartage or freignt forwarding firms 
providing interurban freight service by means of plan 
3 plggyback., The sudden and uncontrolled entry of 
such firms into the industry would affect truckers and 
Shippers alike, for truckers might be forced to 
load their charges for freight movements not competitive 
with piggyback to enable them to compete on piggyback 
runs, The question is not whether such developments 
Should be prevented, but rather whether they should be 
controlled, just as entry into the trucking industry is 
being controlled in most areas. 

It must be recognized that piggyback is a 
legitimate development in the technology of handling 


goods. As is the case with any development in 
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technology, it will bring with it a need for adjustment 


within the industry affected, The trucking industry doe 
not expect that all of the adjustments resulting from the 
use of piggyback will necessarily be in its favour. Z 
As long as steps are taken to ensure that the stability | 
of the trucking industry will not be disrupted during 
whatever transitions are necessary, and as long as the 
use of piggyback is made available to the trucking 
industry, generally upon the same terms and principles 
as exist at the present time in those areas where 
piggyback services are now offered to independent common 
carriers, the trucking industry can have northing to 
fear from this development in technology and will be 
able to adapt itself to its use. 

THE CHAIRMAN: Is there any discrimination 
of the railroad in favour of their own transport? 

THE WITNESS: We have none to put forward, 
or. 

MR. HUME; Q. Mr. Magee, has the Canadian 
Trucking Associations any recommendations with respect 
to this subject, for this Commission? 

A. The trucking industry considers that the 
problem of control of piggyback services should be very 
carefully studied. It is not unlikely that the results 
of such a study would indicate a new approach to the 
whole complex of regulatory problems. Regulation of 
piggyback services would involve some degree of control 
Over both trucking and railway industries, and might 


result in very far-reaching changes in the institutional 
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1 
9 framework within which our present regulatory agencies 
3 function, 
4 The trucking industry is fully aware of 
5 these implications, and because of the immense ship eva 
6 of the problems finds itself unable to present any de- 
7 tailed proposals other than a statement of general prin-| 
8 ciples on which such control should be based, | 
; de The stability of the conditions under 
10 which piggyback service is offered should 
1 be safeguarded, in terms of scope of 
12 properly authorized operations, rates, 
13 and quality of service, This is essential 
14 if the interests of highway carriers and 
15 of the shipping public are to be fully 
16 safeguarded. 
17 bs The interests of all carriers, both the 
18 railways and public highway carriers, 
19 should be safeguarded, 
20 7s Be Any regulations or measures of control 
1 adopted should be evolved and administered 
22 by an agency, or agencies, fully conversant 
23 with the interests and problems of both 
24 transportation industries. It follows 
5 that the trucking industry should be fully 
6 consulted and heard, and given full right 
27 | to participate in all the decisions, when the 
28 overall regulatory policy is applied to 
29 any one particular case. 


| Q. Mr, Magee, as to the next section of your 
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(Hume ) 
1 
9 brief, traditionally Canadian Trucking Associations have 
: had views with respect to entry by the railway company 
4 into highway transport, and you have a section on that. 
5 Would you be good enough to give those views to the 
6 Commission at this time? 
7 A. In recent years, there has been a strong 
8 upsurge in the railways' interest.in acquiring trucking 
9 firms, The purchase of control over Smith Transport 
10 Limited -- Canada‘s largest trucking firm -- by the 
"1 Canadian Pacific Railway has been a dramatic manifesta- 
12 tion of this new development. With cabinet approval, 
13 the Canadian National Railways is now taking options on, 
14 or purchasing a controlling interest in, long distance 
15 trucking firms. It is becoming increasingly clear that 
16 if the present trend towards acquisition of trucking 
7 companies continues, the railways will be in control 
18 of a large segment of their competitor, the trucking 
19 industry. 
0 THE CHAIRMAN: Mr. Hume, can we now identify 
ot those railways which are railway-road transport? Smith 
2 is one. 
23 MR, HUME: Well, Smithson Holdings control a 
4 series of transport companies, the names of which, I am 
25 sorry, I don't know. 
6 Q. Do we have that? 
7 Aw We can get a full list for you. 
28 MR. HUME: And then, Smith Transport is 


09 | another, 


THE CHAIRMAN: Well, we will be glad to have 
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(Hume ) 
1 
9 a list of the names, and the same with the C.N.R. 
3 MR. HUME: I don't think there ig any infor- 
4 mation available, Mr, Chairman, with respect to the 
5 C.N.R. 
6 THE CHAIRMAN: They are negotiating. 
, MR. HUME: I think Mr. Gordon recently was 
8 unhappy about it being Suggested he disclose the names 
9 before the Parliamentary Committee, The list which we 
10 will give you and the information I have -=- may I suggest, 
it if your question in that regard were directed specifical 
12 ly to the counsel of the two rallways, they could come 


13 up with a list which would be more accurate than we 


could supply. 


14 

15 THE CHAIRMAN: We will ask them too. 

16 MR. HUME: Yes, fine. 

7 Q. Would you carry on, please, Mr. Magee? 

18 A. It is the opinion of Canadian Trucking 

19 Associations that entry of the railways into the 

20 trucking field is not in the public interest and that it 


1 should be stopped. 

To clarify the issue, a distinction must be 
3 made between railway entry into highway transport by 

24 acquisition of existing trucking companies and the 

5 extension of railway transportation services by pro- 

6 viding new highway services as a substitute for 

27 abandoned railway routes or as a supplement to existing 
28 | Services where no truck operations exist, 

29 It cannot be denied th’t the operation of 


. 0 | railway services may require theorganization of feeder 
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services, either in the form of branch lines, or, where 
branch lines are not profitable, by the establishment of 
trucking services. These cases are normally quoted in 
defence of railway entry into the trucking field; the 
argument in favour of rail entry, based on such cases, 
has considerable merit. 

In practice, however, this theoretically 
respectable argument has little, if any, application. 
Numerous small truck operators exist throughout the 
country who are primarily interested in the operation 
of short-haul services and who are ready, willing and 
able to provide feeder services for the railways where 


such services are demanded. It cannot be seriously 


maintained that any trucking firm would refuse to pro- 
vide joint services (or feeder services) with or for 
the railways, if such services were required. A truck 
operator specializing in short-haul operations and 
handling traffic which the shipper desired to consign 
part of the way by railway would not refuse to take 
this business and would provide the best possible 
service. The argument in favour of rail entry into 
highway transport in order to organize feeder services 
might have been valid in the past, when situations may 
have existed where no responsible highway operator 
was able to provide such service; certainly it is 
not valid today. 

The provision of feeder services for the 
railways by independent trucking companies should 


normally be a more economical proposition, in view of 
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the moderate size of the operation, and, normally, the 
lack of geographical links between one feeder service and 
another, An argument that an independent trucking 
company providing a feeder service for the railway would 
eventually try to capture some of the railway long-haul 
traffic is contradicted by the realities of truck opera- 
tions, There are numerous trucking companies in this 


country which, as a matter of policy, intend to 


specialize in short-haul services, They have no 
ambitions for rapid expansion in size or a spectacular 
increase in their length of haul. These companies enjoy 
certain very real benefits from specialization and 
intimate relationship with the customers in their 
localities; they have no prejudice against close co- 
operation with the railways, should such cooperation 
prove of mutual advantage, and neither have their 
Associations, 

That local or regional feeder services by 
independent trucking companies are not unsatisfactory 
for the railways is seen in the fact that the Canadian 
Pacific, renewing its truck-line purchase programme 
in 1957-58, acquired not small feeder services but 
large and medium-sized intercity firms directly com- 
petitive with the railways. 

The issue as it exists today is not whether 
the railways should be allowed to organize hizhway feeder 
services where such services are required, but whether 
the railways should be allowed to acquire large com- 


peting services. In other words, the issue is not 
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whether “horizontal integration" of complementary trans- 


portation services is beneficial, but the existing dange 


of the establishment of an overall Eransportation 
monopoly by the railways. 

There is probably no parallel anywhere in 
the world for the extensive integration of potentially 
competitive transportation services by the railways of 
Canada. The Canadian railways own the two largest 
air lines in the country, the largest independent air 
line being one-quarter the size of Canadian Pacific 
Airlines and less than one-tenth of the Size oF 
Trans-Canada Air Lines, According to 1958 statistics, 
operating revenues of TCA were over $120 million, CPA 
over $28 million, and Pacific Western Airlines, $7 
million, (Dominion Bureau of Statistics, Civil 
Aviation, 1958 (Annual). This situation is contrary 
to the spirit of the Aeronautics Act, a matter to which 
we shall return later, The railways also operate 
extensive marine pefvices and, in some cases, have a 
monopoly for the provision of ferry services. In 
addition: 

"In anticipation of the opening in 1959 of 
the St. Lawrence Seaway, cargo operations were 
inaugurated during the year between United 
Kingdom and Great Lakes ports with two small 
chartered vessels. Two additional cmrtered 
vessels will enter this service in 1958," 


(Canadian Pacific Railway Co. 1957 
Annual Report, p. 14) 


(Page 10686 follows) 
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As the railways have extensive dock and 
harbour facilities essential for the handling of 
St. Lawrence Seaway traffic, it is reasonable to expect 
that both the CNR and CPR, or one é the main railways, 
will make a serious bid for a sizeable share of this 
transportation market, 

The entry of the railway into highway trans- 
port completes the picture: this country is faced with 
the possibility of re-establishment of a monopolistic 
Situation in public ee transport, after this mono- 
polistic position has been Successfully challenged by 
the newer forms of transport, and after considerable 
benefits from this competition have been felt throughout: 
the country. 

In the past, it was argued that because the 
trucking industry was assumed to be an agglomeration of 
numerous small units, and because it was believed that - 
"ease of entry and exit" was one of the main eWavaeearrs 
tics of the industry, it was impossible for any one firm 
to achieve a large degree of monopolistic control. We 
have shown in Section 3 of this submission that these 
conditions no longer apply. Particularly do they not 
“apply in.the case of long haul inter-city and inter- 
provincial qperations, where the economies of scale are 
real and consequently the number of operators limited. 
Under those conditions, effective control over the part 
of industry mainly responsible for creating competitive 
conditions for the railways is quite feasible; with the 
growth in the scale of operations of trucking firms 


engaged in medium and long distance traffic it is very 
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probable, 

From the point of view of public interest, 
an argument may be put forward that a combined rail- 
truck operation may bring economies and, therefore, 
result in a lower cost level of highway services. In 
fact, does joint ownership bring any economies? This 
question may be answered either on a strictly analytical 
basis, or by inference from known facts; unfortunately, 
no data exist to examine the practical experiences of 
Canadian railways and their highway transport subsidiarie 

Let us examine the problem on the basis of 
economic analysis. Broadly Speaking, trucking operations 
may be broken into the following "functional divisions", 
or"phases of operations"; 

| a Manihis trative and management services 
li. Traffic s>licitatior. documentation and 
related accounting functions 
Lii. Terminal operations 

iv. Maintenance and engineering 

V. Transport operations (i.e. running the 

vehicles from one point to another). 

The management of a trucking company is a 
highly specialized job; the nature of the industry is 
Such that operations of a trucking firm are different 
from the operations of firms in other industries. 
Operations of a large trucking firm are normally spread 
Over very large areas, with a consequent decentralization 
and autonomy throughout the organization. This can be 
contrasted with the relatively centralized organization 


of the railways (even regional divisions of the railways 
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are, by themselves, very large operations). In other 
words, the complexities of railway operations require 
concentration of many functions at the system, or at 
least regional headquarters, level; the complexities 

of trucking operations require maximum freedom and 
initiative hy the "peopie on the spot", The railway 
organization shows signs of a strong tradition ofa 
well-defined hierarchy; the trucking company organizatio 
is much more informal and based to a much larger degree 
on personal leadership. This, of course, does not in- 
dicate the superiority of one System over another, It 
also does not imply that first-class leadership is 
absent in one industry and concentrated in another, But 
it does indicate that there is a real difference in 
fundamental attitudes which produced the different types 
of managerial structure in the two industries. These 
very basic differences indicate a need for a different 
managerial approach, Since it is difficult for the 
Same team to show, at the same time, two completely opposed 
qualities, it indicates the need for separate management 
teams, It is our understanding, subject to correction 


by our railway friends, that trucking subsidiaries of 


railway companies do, in fact, enjoy a wide degree of 
autonomy. If so, it is difficult to see the advantages 
of combining rail and truck management functions. 

A theoretically possible economy of joint 
Pail-truck operations is the availability of mechanical 
(or electronic) aids to management or accounting control 
Ona joint service basig. In view of the wide availabilitly 


of data-processing facilities on a rental basis or through 
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Service bureaux, this factor is of minor importance, if 
of any importance at all, 

The possibility of greater economy through join 
financing has been occasionally mentioned. It is true 
that some trucking enterprises have experienced problems 
of obtaining sufficient capital. However, itis also 
true that most of them have managed to solve these 
problems quite satisfactorily, sometimes through cor- 
porate links with larger trucking or non-trucking firms, 
Sometimes quite independently. With the growing 
maturity of the capital market, and the greater maturity 
of trucking firms, financing problems should be even 
more capable of satisfactory solution in the future 
than they have been in the past. There are no inherent 
reasons why the trucking industry should be financed by 
the railways, which, at the present time, have consider- 
able re-equipment and modernization problems of their 
own. It is suggested that the financial resources of the 
railways could be better employed in such fields as 
financing their own huge re-equipment pians and acquisi- 
tion of better rolling stock than in buying up trucking 
companies which can obtain the capital they need from 
other sources, 

The economies of traffic solicitation are even 
more doubtful. To a large extent, the trucking business 
Sells its services on the basis of meeting specific 
Customers! requirements more economically than other 
means of transportation. This requires on the part of 
the traffic solicitor a good knowledge of the industry's 


Capabilities. It is unlikely that the same person would 
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1/ have a good knowledge of the complexities of railway 

2 services and tariffs and, at the same time, an equally 
3] good knowledge of the complexities of truck services 

4 and tariffs. The different ree frameworks 

5] within which the two industries work produce further 

6] complications. Thus the Scope of any substantial 

7| economies in joint traffic Solicitation appears to be 

8} limited; the only economies which are apparent stem 

9| from an improved bargaining position if the combined 

10/ rail-truck enterprise enjoys a monopolistic position 

11] vis-a-vis the shipper -- a situation hardly in the 

12]} public interest, 

13 In regard to terminal operations, it may be 

14/ concluded that because of the different techniques and 
15] characteristics in the operation of railway and highway 
16) vehicles, the possibilities for substantial economies in 
17 the provision of joint terminal facilities appear 

18] extremely limited. Even when piggyback is involved, 

19| there is no reason ee loading of trailers shipped 
20| via piggyback should be done under the supervision of 

21/ the railway management responsible for the operations of 
22] railway terminals. In short, ee ee economies 

23/ of joint operation can be foreseen in this phase of truck 
244| or rail services, 

25 The same negative answer applies to vehicle 


26 | maintenance, engineering and highway operational phases, 


Thus, on analytical grounds, there appear to 

28| exist few, if any, economies through joint ownership of 
| * 

29 | truck and rail enterprises. 


These theoretical conclusions seem to be borne 
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out in practice. In the UNited Kingdom, after nationali- 
zation, both the railways and trucks were put under 
control of the British Transport Commission, with the 
expressed purpose of co-ordination of the two types of 
services, Although we have had little opportunity of 
making detailed studies of the situation in Britain 
(such a study might profitably be undertaken), the final 
result of the experiment appears to have been the 
establishment of completely autonomous enterprises -- 
British Railways and British Road Services (Road 
Transport Executive) -- with the British Transport 
Commission acting more or less as a holding company, 

The British experiment has gone farthest in 
the direction of common management and common ownership 
of higuway and rail transportation. Even so, the British 
and potential Canadian experience (if the railways are 
allowed to obtah control over a large segment of highway 
transport) are not quite parallel, The british Transpor 
Commission is not, and has never been conceived as a 
"super railway company": the interests of the railways 
were never considered paramount over the interests of 
road transport or any other transport agency controlled 
by the Commission, (Independent 'for hire! trucking 
Companies were drastically restricted in length of haul 
during the Labour regit:, long-distance trucking being 
the prerogative of British Road Services.) On the other 
hand, if the Canadian railways obtain control over 
trucking, the trucking part of the enterprises is bound 
to be made secondary to the railway interests, 


Q. Mr. Magee, what in the view of the Canadian 
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1 Trucking Associations are the lessong to be learned from 
2)| the British experience? 

3 A. The lessons from other countrys! experi- 

4| ments may be of benefit in evaluating Canadian transport 
5]/ policies. The British experiment was designed Specifi- 
6] cally to achieve economies of Joint control over all form 
7| of surface transportation. The experiment appears to 

8| indicate that these economies do not exist, and that 

9| competition is the best co-ordinator, even if it is 

10| competition between two nationalized industries, (It 

11} is understood than an element of competition exists 

12| between British Railways and British Road Services.) 

13 It is suggested, therefore, that no benefits 

14/ can accrue from joint ownership and control of trucks 

15|| and railways, and that unecenomic conditions may even 

16| be inherent in putting trucking operations under control 
17| of railway managements. 

18 Even if some eccnomies exist, it is our belief 
19] that they are outbalanced by the dangers and very real 

20| disadvantages of joint ownership. 

21 The dangers of joint ownership of railways and 
2 trucking enterprises will be discussed from two points 


23 of view: 


24 L. The adverse effects on the future growth 

25 of the two industries; 

26 ii. The danger of monopoly. 

n| It is obviously in the public interest that 

4%! every industry should develop its advantages to the fullegt 


29/ possible extent. In order to do so, every industry 


} Must continuously invest in its facilities not only to 
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take care of the Reta eet wear and tear but also to 
introduce all the modern innovations and improvements, 
A competitive situation, where two progressively minded 
industries compete in the same market, produces a potent 
stimulus to introduce every improvement that is possible, 
Conversely, the lack of inter-industry competition 
tends to produce a degree of self-satisfaction with 
progress already achieved. In the interest of the 
preservation of the "usefulness of past investments", 
so called new innovations may be delayed. 

Truck-rail competition undoubtedly forced 
both industries into much greater attention to service 
improvement and cost-saving possibilities. Let us assume 
that truck-rail competition is diminished through the 
common ownership of truck and rail activities, The 
development of new truck services competing with the 
railways would cease or its growth would be Slowed, for 
if Such services prove successful they would have an 
adverse effect on the existing investments of the 
railways. Similarly, if the truck and rail lines are 
owned by the same company and if truck competition 
achieved a large degree of success, the existing rail 
lines would tend to be starved of new capital, as the 
traffic lost to trucks would still be carried by the 
Same company. Such a policy would be quite reasonable 
from the point of view of a railway company controlling 
both types of transportation activities; it would not, 
however, be beneficial to the shipper. 

The interests of the shipper are that there 


Should be the fullest development of both means of 
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transportation, The trucking industry should develop 
its services to the maximum of its economic advantages, 


If the degree of competition with the railways is 


increased, the greater are the potential benefits to the 
shipper, Similarly, the shipper is interested in as 
great a coverage by railway services ag ig justified 
by theeconomics of the situation. The introduction of 
new equipment and the modernization of rallway facilities 
is of vital interest to him. Some of the railway 
services have lost much traffic permanently and may have 
to be withdrawn. Nevertheless, too great a contraction 
of railway services is not in the public interest. Comne 
ownership of potentially rompetitive services ig likely 
to favour too fast a withdrawal from the railway field, 
By removing some of the incentives to invest in order 
to keep the traffic, common ownership may accelerate the 
attempt to abandon railway services, even where such 
abandonment is not in the public interest. 

The 1959 Annual Report of Canadian Pacific 
Railway contains information on the following capital 
appropriations: 

Rolling stock $26,236,855 

Shop machinery 1,039,080 


Other railway faciliti«es 26,062,486 


Highway vehicles 200,982 
Communications 375165520 
Hotel: LelOas TLS 
Aircraft (DC 8's) 25 ,000 ,000 


92,320 


Miscellaneous 


(Page 10698 follows) 
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That means that appropriations for aircraft for a CPR 
subsidiary which produced a net loss of $3.9 million 

in 1959 are well over 40 per cent of the total capital 
appropriations for the railways, which, in the same year 
Peniiced net earnings of $36.0 million. 

In other words, the CPR is investing heavily in 
non-railway enterprises, yet, at the same time, com- 
plaining about the growing costs of the railway opera- 
tions -- costs which would surely be reduced further 
if non-rail transport investments were concentrated on 
cost-reducing modernization of the railways. Similar- 
ly, in.,the,.case of trucking company acquisitions, surel 
the capital spent on buying up independent, and, as far 
as we know, prosperous companies, could be used to 
reduce the costs of, say, grain handling, a field 
which appears to be responsible for profit reduction or 
losses on our railways. 

It is a simple fact of economics that every 
dollar invested by the railways in buying up trucking 
companies results in one dollar less for railway 
investments. Through the purchase of these trucking 
companies, independent investment sources which, in 
the past, served the capital needs of the enterprise, 
are eliminated, with the result that there may be a 
smaller supply of capital for both transportation 
industries, It is submitted that this development 
must necessarily lead to a slowing of the rate of 
growth both of tne railways and of the trucking com- 
panies owned by them. 
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Tae competitive effects of trucking company 
acquisitions are self-evident, The purchase of a trucking 
company competing with the railways must necessarily 
mean a direct reduction in rail-truck competition, 

Q. Can I stop you there, Mr. Magee? Does 
Canadian Trucking Associations believe there is any 
danger inherent in this situation? 

A. yes, We believe that the danger exists 
that the competitive policy of a trucking subsidiary 
of a railway company will be influenced by the overall 
considerations of the parent organization, rather than 
by independent business judgment. LO, De eSDILELo <a 
potential danger exists that a trucking subsidiary 
would adopt an aggressive competitive policy against 
other trucking companies, and, at the same time, with- 
draw from direct competition with the parent company's 
railway services. By acquiring trucking subsidiaries, 
the railways will be in a position to engage in cut- 
throat competition in order to weaken or eliminate 
independent companies. In this way, the potential 
monopolistic effects of railway entry into the trucking 
field are more important than the direct effects. It 
must not be forgotten that because of their size the 
railways are much more capable of sutaining prolonged 
losses by their subsidiaries, s1ould this ‘e cc% is- 
tent with the railways' long-range plans. 

In the previous paragraphs we have submitted 
the reasons why, in our opinion, railway entry into high 


way transport, other than in cases for feeder services 
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over the highways, is against the public interest and 
should be discouraged, The problem remains as to what 
practical steps can be taken to prevent the expansion 
of the railways' position in the highway transport C2ield . 

Regulation of the acquisition of competitive 
companies, or regulation preventing the organization of 
services which would result in elimination or in a 
material decrease of competition, are not new in the 
free economic system. On the contrary, it has been 
recognized in practically all advanced free enterprise 
countries that the state has a positive duty to protect 
competition against monopolistic encroachments, 

Any remedial action which is taken to protect 
the existence of competition in transport must be based 
upon the criterion of public interest, 

A Canadian precedent for the kind of legis- 
lative action which we are suggesting is found in the 
Aeronautics Act, Chapter 2, the Revised Statutes of 
Canada 1952, Section 15, Subsection 2, 

"No licence shall be issued in respect of 
&@ commercial air service, owned, leased, controlled 
or operated by any person who is engaged in the 
transport of goods or passengers for hire or 
reward by means other than aircraft unless the 
Governor in Council is of the opinion that it 
is in the public interest that such licence 
be issued." 

We recommnd that the regulatory body charszed 
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extra-provincial trucking should be directed by statute, 
in regard to applications for operating rights, that: 

"no licence shall be issued in respect of a 
commercial motor carrier service owned, leased, 
controlled or operated by any person who is 
engaged in the transport of goods for hire or 
reward by means other than motor vehicle unless 
the Board is of the opinion that it is in the 
public interest that such licence should be 
issued," 

We recommend that in regard to acquisition of 
trucking companies, the federal statute governing the 
control and regulation of extra-provincial trucking 
should provide that: 

"no transfer of licence or change in share owner- 
ship which may or will affect the control of in- 
corporated licensees, or if the transfer or 
change in share ownership results in control 
of the licensee by any person engaged in the 
transportation of goods for hire or reward 
by means other than motor vehicle, shall be 
approved unless the Board is of the opinion 
that it is in the public interest that such 
transfer or change should be approved," 

You were asking, Mr. Chairman, this morning 
about the position of Canadian Trucking Associations on 
agreed charges at the Royal Commission on Agreed Charges 
and at the Royal Commission eleven years ago. I thought 


it might be of interest to point out to the Commission 
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that in respect to railway entry into the trucking field 
our position eleven years ago was that the Railway Act 
should be amended to prevent the railway -- stop the 
railway -- from buying out trucking companies, and 

we have tried to moderate our position here and make 
some suggestions that we should deal with this develop- 
ment on the grounds of public interest rather than 
stopping outright, 

The statutory provisions recommended in 
paragraphs 40 and 41 are incorporated in the draft High- 
way Transport Act proposed by Canadian Trucking Associa- 
tions in Section 10 of this submission. 

So far, in our discussion of the matter of 
acquisition of trucking firms by the Canadian railroads, 
we have made no distinction between the acquisitions 
made by the CNR and those made by the CPR, although stat 
ownership of the CNR raises further matters for con- 
sideration, 

The separate issue which is raised by the 
purchase of trucking firms by the CNR is whether it 
will be the policy of the Government of Canada to vote 
funds for the Hh iicila Viewed of large segments of the 
private enterprise trucking industry in Canada, 

In 1959, and again this year, the CNR has 
requested large sums for the acquisition of private 
trucking firms. The CNR has justified the request 
for such funds on the grounds that the funds will enable 
them to develop an integrated and more competitive 


transportation service. Based on informed assumption 
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as to the identity of the seven or €ight trucking firms 
either purchased or under Option by the CNR at the time 
of filing of this submission, we venture to suggest 
that not one of these companies will enable the railway 
to make more efficient use of its railroad property, 


On the contrary, they reflect the CNR's desire to 


offer a particular trucking service which is now offered 
by independent trucking firms, Canadian Trucking 
Associations regards such acquisitions as a simple 
example of nationalization of trucking firms, 

The trucking industry believes that only if 
private enterprise falls down on its job or cannot, or 
will not, fulfill its function in a given field, is the 
resort to public ownership justified, We are convinced 
that most Canadians who have considered the issue of 
private vs. public ownership hold that belief, 

Has the trucking industry fallen down on its 
job? Is it unable, or has it refused, to fulfils its 
function in the field of freight transport? im verfrect, 
the Government itself has dealt with these questions 
and, by answering in the negative, has given the trucking 
industry a clean bill of health in regard to the dis- 
charge of the industry's private enterprise respon- 
Sibilities, The Government has gone further: it has 
expressed strongly its lack of enthusiasm for socialism 
aS a substitute for free enterprise in transportation, 
Speaking in the House of Commons on March 23, 1960, 
Honourable George Hees, Minister of Transport, is reporte 


at pages 2377-2378 of Hansard as follows: 
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"I was in Glasgow, and was fortunate enough 
to attend the Glasgow industrial exhibition. 
Whilst there,those who were showing me round 

the exhibition were very anxious that I should 
see the railway exhibit, to see what improvements 
the nationalized railways of England were under- 
taking. As I was being shown these improvements 
-- and these improvements were very worth while -- 
I was told by the railway official who was showing 
them to me that tney had been made necessary by 
the denationalization of the motor transport 
industry in England. This official told me 
that if the motor transport industry in England 
had not been denationalized, it would not have 
been necessary for the railway industry to make 
any improvements at all, because when the motor 
transport industry in England was nationalized, 
there was literally no competition, or certainly 
no competition of a worrisome nature, for the 
railways. However, as soon as the motor 
transport industry became denationalized by the 
Conservative government, then the motor transport 
industry began to give the natiaalized railway 
industry very serious competition, These very 
worth while changes which I was shown by this 
railway officiel were, according torhimy sene 
hundred per cent made necessary because of the 
cOnpetition given the railways by a revitalized, 


denationalized road transportation system then in 
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existence in the United Kingdom. I think, Mr. 
Speaker --- 

"Mr. Benidickson: Would the minister 
permit a question? 

"Mr. Hees: Perhaps I might just finish. 

"Mr. Fisher: Would the minister permit a 
question? 

"Mr. Hees: Yes. 

"Mr, Fisher; If we accept the logic of the 
minister's story, and it is a good one, why does 
he not accept it and give us 'deuces wild! com- 
petition? 

"Mr. Hees: hon, member does not seem to 
realize that the situation regarding competition 
faced by the government owned railway in Canada 
is exactly the same as the very real competition 
being faced now, and only now, because of the 
denationalized road transport industry in 
England. That is one of the reasons the 
railways in Canada are making improvements 
daily, and they are doing a very fine job and I 
am poud to be associated in the way I am with the 
Canadian National Railways, because tnat railway 
is taking very forward steps in keeping itself 
up to date and is improving itself in every 
way possible day by day. One of the reasons, 45 
I say, why that is going on is because of the 
competition which that railway and the railways 


of Canada are facing from the road transportation 
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industry of this country. It is competition 


that is providing the Canadian people with 
better and better services daily in the air, 
on the water, on our highways and on our 
railways." 

It does not seem to be appreciated that what 
is involved in approval of funds budgeted by the CNR 
for acquisition of trucking firms is, in fact, the 
voting of furds for the nationalization of part of the 
trucking industry. Surely a policy of nationalization 
of trucking would be as unacceptable to the Government 
as it would be to the people of Canada generally. We 
ask the Commission to recommend a stricter scrutiny 
by the Government of the CNR's programme for acquiring 
trucking firms and the refusal of funds to the CNR for 
all such acquisitions, except where it can be establish- 
ed that a private trucking firm, either acting alone or 
in cooperation with the railway, could not provide the 
service proposed by the railway. 

MR, HUME: Mr. Chairman, just before we 
break for the recess may I just point out to you, i 
that my learned friend Mr. McDonald is now in the 
court room -- he wasn't before -- and that you had 
directed a question to me as to the names of the 
companies acquired by or operated by Canadian Naticnal 
Railways, and as I only would be guessing perhaps Mr, 
McDonald might be aware of that question and understand 


that the Commission has requested it. 


THE CHAIRMAN: Yes; this reference is on 
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page 9.11, paragraph 45, where it says: 
"Based on informed assumption as to the identity 
of the seven or eight trucking firms either 
purchased or under option by the C.N.R. aa 

MR. McDONALD: A statement was made by the 
President before the Rallway Committee just recently 
on that, and the names were not divulged because there 
are still negotiations going on, I don't know myself; 
but, at a later date, before this Commission is over, 
those names will be made known. 

THE CHAIRMAN; Because they are in negotiatio 
you can't give the names? 

MR. McDONALD: Some of them might not be 
carried through, 

THE CHAIRMAN: But we will have them in due 
course? 

MR, HUME; You aiso wanted to know the names 
of companies operated by the C.N.R. in the road transport 
field, and I know of one because I have run against it 
in regulatory boards -- Canadian National Transportation 
Limited. Maybe Mr, McDonald has others that are being 
operated by the railways ---- 

MR, McDONALD: That is the only one I can think 
of. 

MR. HUME: Canadian National Transportation? 

Mr. McDONALD: yes; and all our companies 
are listed in our annual report. 

THE CHAIRMAN: We will now recess. 


~--Short recess, 
(Page 10710 follows) 
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“v7 -@. Mr. Magee, we come to one of the very im- 
pegteant sections of your brief dealing with the matter 
af regulation. Your submission in section 10 will deal 
with the principles of regulation, the criticisms of the 
present federal legislation on the subject, and you 
have to suggest to this Commission the revised statutes. 
First of all, would you commence presenting this portion 
of your submission by dealing with your views on the 
principles of truck regulation? 

A. Regulation of the public carrier trans- 
portation industry has been almost unversally accepted, 
The trucking industry is subject to regulation in most 
Provinces -- control of entry into the field, intraprov- 
incially and extraprovirmially, based on public need, 
in Nova Scotia, New Brunswick, Quebec, Ontario, Manitoba, 
Saskatchewan, Alberta (extraprovincial trucking only) 
and British Columbia; and rate regulation consisting of 


filing of rates in Quebec and British Columbia and 


Motor Vehicle Transport Act, Statutes of Canada, 1953-54 
chapter 59, providing for federal control of extra- 
provincial trucking by provincial regulatory boards, 
authorizes any board controlling rates intraprovincially 
to undertake extraprovineial rate control but such contr 
is not in effect. Nevertheless, regulation of the truck 
ing industry has increased in scope since the Turgeon 
Royal Commission conducted its investigation of trans- 
portation ten years ago, chiefly as the result of develo 
ments of the past few years in the maritime provinees. 


New Brunswick and Nova Scotia have motor carrier acts 
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effecting control of entry and authorizing rate filing an 
Prince Edward Island's motor carrier act came into force 
on April 1, 1960. Almost without exception, the 
question in Canada is no longer "to regulate or not to 
regulate" but how to achieve maximum benefits to the 
public through regulation. 

It must be stressed that any regulation is 
based on the public interest -- the consumers! long run 
interest in the service of the regulated industry. Any 
benefit accruing to the carriers is acceptable as a means 
of assuring maximum benefits to the public. A regulatory 
System which disregards this principle cannot be expected 
to endure public criticism and is bound to be changed or 
discarded, 

The regulation of transportation does not imply 
@ lack of faith in the competitive enterprise system. 
Neither in the United States nor Canada has regulation 
destroyed the existence of competitive forces -- public 
carrier transport agencies are vigorously competitive in 
both countries... Regulation can be justified only if 
the competitive forces are absent, or if, in the absence 
of regulation, the competitive forces threaten the 
destruction of the competitive elements in the economy. 
For example, extensive rate cutting, or extensive use of 
"loyalty discounts", may result in the elimination of 
financially weaker, though not necessarily less efficient 
Carriers, and thus lead to the establishment of a 
monopoly, 

In the case of transportation industries, the 


s at- a | Be 
product -- transport service -- cannot be stored. In 
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order to meet peak demands of the customers, some excess 
capacity must be maintained. This Situation implies 
additional costs to the carriers but assures the shipper 
of the availability of service when needed. It is ob- 
vious that Su teareathicted growth of capacity, over and 
above the needs of peak traffic, must result in cost 
increases to the industry and that these must eventually 
be passed on to the shipper. In some industries this 
problem does not arise becawe of the very high costs of 
entry of a new firm. In such cases, a prospective 
entrant is forced to engage in very extensive studies of 
the market and cost situation in order to justify his 
plans to the investing public. Thus, control of 
entry is imposed by the capital market. In the case 
of an industry into which entry is not restricted by high 
capital requirements -- requirements which cM be 
met only through the public investment market -- there 
is not the same deterrent to entry. At the same time, 
in order to assure continuity and acceptable standards of 
service, relatively large investments ~-- and re-invest- 
ments -~ are necessary. 

The very nature of the trucking industry poses 
a dilemma: In order to provide continuity and acceptable 
Standards of service, the firm must invest heavily and 
increase its assets. However, if no service requirements 
are considered, entry into the industry does not require 
extensive resources. In other words, to enter the 
trucking industry one does not need too much capital put 
to provide a satisfactory service relatively extensive 


investments are necessary. 
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2 It follows from the above argument that in 
4 order to protect the public by assuring the required 
4 standards of service, the ability to meet peak demands, 


and the preservation of continuous service, either contro 


) 
; of entry or control over capacity is required. In prac- 
tice, a regulatory system based on capacity control -- 
7 
for example, in the United Kingdon, where authority must 
8 


be obtained to add individual vehicles to a ‘for-hire ! 

9 trucking fleet -- does not appear to be generally suit- 
10} able to Canadian conditions. The Canadian conditions of 
11 much longer hauls and lower traffic density, conditions 
12 in which the maintenance of adequate service between 


Specified points or in a specified area is of more 


4 Significance than the availability of service "in the 
4 country at large", may mean excess capacity on some 
> routes and lack of capacity in other areas. 

16 The structure of a trucking firm has become 


17 complicated to the extent that no simple means of 
18 determining the necessary capacity exists. Therefore, 
19 it can be stated that control of entry through the 


licensing of specific services is generally more 


20 
; appropriate than control of entry through capacity 
4 
control. 
22 
Regulatory policy for the trucking industry 
23 


must, therefore, be based on control of entry, through 
24 the licensing of services, and control over rates. The 
4]/ aims of the policy must be the protection of the public 
26 interest by preventing the exploitation of the shipper 
97) ~~ necessitating maximum rate controled control over 


discriminatory rate practices -- and the preservation of 
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2 strong natural competitive forces by avoiding such result 


of excess capacity as destructive rate wars. 


3 
| The aim of public policy is the protection of 
the public and not the carriers, Yet the public can only 
5 
be served by the carriers. The sounder the carriers! 
6 


economic condition, the greater their efficiency and the 
7 lower will be their costs --~ costs Which the public must 
8] bear. The promotion of the industry's efficiency is 

9] 2 logical corollary of proteetion of the public. 


Certain general principles of regulation follow 


10 

from the arguments above and are also dictated by general 
11 

principles of sound administrative policy. They are: 
12 

i. The regulatory procedures must not be 

13 ; 

oppressive or costly. 
14 ii. The regulatory policies must be uniform 


15] and preserve some long-run continuity. This requirement 
16] is necessary if the regulated firms, as well as their 
17 customers, are to be able to make any long-range plans. 


aie BA The regulatory authority, or authorities 


18 

must frame their policies with a full understanding of th 
19 

industry's structure. If the industry's efficiency is 
20 


a matter of public interest, the authorities should be 
ai fully aware of the factors which make for increased or 
22| decreased efficiency of the industry, and take these 
23] factors into account in framing their policies.. 

44 This requirement implies a high calibre of the member- 


Ship of the regulatory boards and their staff. This can 


25 
26 ke assured only if the legislation under which they 
function is satisfactory. 
27 
LY The regulatory policies must be consistent, 
28 
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2 must be understood both by the industry and by the 
3 public, and must take into account broader issues of 
4 transport policy, even development policy. Any 


parochialism, either in a geographical sense, or in an 


5 

, industry sense, must be avoided, The policies adopted 
must be arrived at with the full understanding of the 

7 
parties concerned, 

8 


It must be remembered that no regulatory legis 
9 lation can be fully Satisfactory in practice unless it 2 
10 implemented with the full understanding of the industry 
11 concerned. In the final analysis it is the application 
12 of the legislation that counts. An unsatisfactory 


legislative framework results in high costs to the indus 


13 

try, lack of continuity and consistency of policy, and 
14 

makes it difficult to recruit and preserve the necessary 
15 


high calibre of personnel. At present, the provincial 
16 regulatory boards are satisfactory in this respect, but 
17 it is only fair to their competent and dedicated member-~ 
18 Ship not to make their work unnecessarily burdensome by 
19 forcing their operations, so far as extrarrovincial traffic 


is concerned, into an impossible regulatory framework. 


20 

Yet, in our view, that is the tyne of regulatory frame- 
21 

work within which theprovincial boards, in their role of 
22 

federal controlling agencies, must attempt to work today 
23 


Q. Mr. Mazee, may I interrupt you to say 

24 this to the Commission, that because it was recognized 
| that mast of the members of the Commission had not had, 
26 perhaps, the opportunity or need in the past to be 

7 acquainted with the historical developments leading up 


to this most important subject, that Canadian Truclting 


to: noveet tebsord tau0oDs staat ane 
| yak. yotfog Jnemqoléveb neve. wands pasiie 
fe at x0 (seed Eeotdassg093.8 HE redtte melts. = 
petqobs astotiog of! .bebtove od ‘Feu vent sere 


edd Yo natbasdearobay [fut ‘ont ddiw da ovis 


‘Nenxeones gotd 
we... 


ie | 

i ry 

a es ohne - 

aad sec “7 
- Pi 

- 


a1 


atger yrotsluger on dsit beredmeamer od deur #1 

Lt dt ansifw eottestq at yrotostelsse eiivi ed a89 poitet! : 
‘Videshat ‘edd to gotoantereban Elyt ssid dgiw beinemefqat 
notte tiqas ert at JE ateylens fant? eit al es 
‘yrotoetettsany aA .etaudo Jedd aotdare tyst edd 2 
aubat ert ot aeteos datiA at avfuset Stwowoms'? diiaaceegeeh | 
bas .yollog to Yonsdatenoo bas ystiuatinoes To wost “‘ 1s 
yrssuooed elit eviesetg Das ‘stprost od Sisorttth st ected : 
| Ietotiivonq add ,daswexq JA |, fonnmosteq 40 oxdttso get 
tod .toegast aiid ak yrotostaliss ex abused yrotsligen 
-todiiom Dotsotbeb bas tnsteqmos tient oF sist vino et a 

vd onounsbrud ‘YI issessoonty sow xiods waa ds von 4: da 
otftsss {[Sloniverattxe as tet ce ,emolssteqo stedd sits ot 
viuvowemet?t yrotdatuget eldiaeoqmi ds otal ~boenreotos 
~onext Yaotslimet lo odet odd at add .wetv avo al 7 
ito efoy thedt nt .ebreod Istontvorqedds doinw aidsiw 3 ow 
,ysbot atow of Tqnedts tuum ,aotonegs aatllorsnos fstobe be 
yao of woy Squertednt I yen ,segal .M =D . 
boutagosss-esv Ji suusoed tsdd .tofse lao) ont of abd 
Pad tom bad aeteatmmod sss to eredmen sdd.to Jom sf 

od od dang oud at been vo ue tavdroqee add 2g ae 
au anibsel ataemgoleveh Isottotaid edd dviw bede : 
gokiouy? astbsnsd Jedd °.toetdua gnsdtogmt Jeon ats 


ANGUS, STONEHOUSE & CO. LTD. Magee, dir. | 10716 
TORONTO, ONTARIO (Hume 


Associations have devoted now the section coming with 
respect to that historical background, and, Mr, Magee, 
would you mind giving that background? 

A. Developments Ieading to Federal Control 
of Trucking by Provincial Boards: 

Without attempting to review all of the develop 
ments which occurred before federal control of trucking 
began upon passage of the Motor Vehicle Transport Act 
in 1954, it is of interest, from an historical standpoint 
to recall that the first discussion of control of truck- 
ing by a federally-constituted royal commission on 
transportation occurred in the report of 1932 of the Duff 
Commission. At page 105 of that report we find the 
following: 

"The related problems of regulation and restriction 
of motor traffic on the highways could best be 
dealt with by a conference of the highway depart- 
mental officials of all the provinces meeting in 
conference at the instance of the federal govern- 
ment. At this conference the broad lines upon 
which, for example, the regulation of common 
carriers of goods and merchandise could be 
effected might be laid down as follows: - 

(a) Schedules of rates and charges must be 
published. 

(b) Within that schedule common carriers must. 
accept and carry what is offered without dis- 
crimination between shippers. 

(c) Operators must be insured against all risks, 


including third party risks. 
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"(d) Operators must keep accounts on a prescribed 
System and render returns to public authorities 
on a common basis. 

(e) Uniform bills of lading must be used and a copy 

given to all shippers. 

(f) Minimum standards in regard to working conditipns, 
including wages and hours of labour should be 
required, 

(g) Due regard must be had to the preservation of 

roads and to the safety of the public." 
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In accord with the use of the word "restriction" 
in the opening sentence of this quotation, the heading 
of this particular part of the Commission's report -- 
enayvex X, Appendix II -- was worded ominously 
"Restriction of Motor Truck Competition". Speaking 
further about the proposed conferenee, the Commission, 
again on page 105 of its report, stated frankly what 
it had in mind: 

"At this conference a body might be set 

up to study and report upon areas where rail 
services are being rendered unprofitable 
without being superfluous by reason of the com- 
petition of road transport, to the end that 
steps may be taken to restrict, or even 
prohibit, highway carriers in these areas, 

A study should also be made of the possibili- 
ties of assistance to the railways in main- 
taining their present freight rates structure 
by a zoning scheme for the licensing of all 
trucks as a practical step towards co-ordination 
of rail and motor traffic, or such other plans 
or schemes as may seem to promise relief to 

the railways." 

Nowhere in its report did the Commission spea 
specifically about control of extra-provineial truck- 
ing. The reason that it failed to do so may be 
attributable to its expressed belif at page 56 of its 
report that "Under the constitution of Canada regula-~ 


tion of road transportation falls within the exclusive 
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jurisdiction of provincial authorities," 

The federal government did not share this view | 
of the jurisdictional question, In 1937, and again 
in 1940, bills were introduced in parliament providing 
for federal control of international and interprovincial 
trucking. These bills met with strong opposition from 
the provincial governments and the trucking industry 
and were withdrawn. 

The possibility of federal control was the 
immediate reason for the founding of Canadian Trucking 
Associations in 1937. The necessity of a national 
trucking organization which could give the industry a 
united voice had long been recognized by the provincial 
trucking associations. At a meeting in Winnipeg in 
January, 1937, the delegates of the provincial trucking 
associations brought the Association into existence. 

The magazine Bus and Truck Transport reported at the 
time that the first official business of the national 
Association was to "petition the Right Honourable W. L. 
Mackenzie King, Prime Minister, and Right Honourable 

C. D. Howe, Minister of Transport, to allow trucking 
interests an opportunity of discussing federal control 
before it became law." 

The years which followed the abortive move to 
institute federal control of international and inter- 
provincial trucking brought no change in the trucking 
industry's view that such regulation would be undesirable. 

The provincial trucking associations, on whose 


behalf Canadian Trucking Associations speaks nationally, 
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were united in the following expression of the industry! 

viewpoint made by Association counsel F, R. Hume, Q.C, 

to the Turgeon Royal Commission on Transportation on 

May 2, 1950 (Volume 118, page 21,290): 

"The trucking industry can only conclude 
that the persistent cry for regulation raised 
by railway witnesses must mean regulation by 
a federal authority, because the industry is 
regulated in each province to the extent that 
the governments of those provinces desire to 
regulate the industry." 

"Forced then to the conclusion that the ery 
for 'regulation' must mean regulation by the 
federal government, the industry is also forced 
to the conclusion that the railways must expect 
that that regulation will be of a restrictive 
nature, Otherwise, there would be no point in 
this cry for federal regulation, It is not 
difficult to appreciate why the trucking industry 
is opposed to federal regulation by a government 
in the railway business." 

The question was reviewed by the Turgeon 
Commission at pages 278-279 of its report of 1951, under 
the heading of "National Transportation Policy": 

"The only practical subsisting question 
in respect to the regulation of motor transport by 
federal legislation has to do with interprovincial 
and international traffic. if it ig: to be 


assumed that the authority of Parliament extends 
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. to the control of these forms of transportation 
2 the question to be considered is whether it is in 
3 the public interest that such control should be 
4 established, In the present state of the law 
5 ‘this control could be established by adding in 
° the first place to the words 'all carriers engaged 
7 in the transport by railways and ships,' in 
Section 3(2) of the Transport Act, the words 
z ‘and by motor vehicles in interprovincial or 
- international traffic' or words of similar import. 
H The effect of such an amendment would be to 
3 place these vehicles in the same position as 
4 railways and ships. It would thereupon become 
re the duty of the Board of Transport Commissioners 
e to coordinate and harmonize their operations 
° with those of these other carriers. These 
, carriers would then lose some of the freedom 
- of action which they have today, but, on the 
ig other hand, they would acquire a status which 
‘ they do not now enjoy. The railways would 
still have them as competitors, but they would 
4 be regulated competitors. Whether or not this 
P new arrangement would work out to the advantage 
24 

of the railways, as seems to be generally assumed, 
4 would remain to be seen in the light of exper- 
26 | 

lence," 
27 

| The Commission's conelusion, given at page 279 

28 | 
A of its report, was as follows: 


| 

} 

| 

| "All forms of trucking have increased 
30 | 


considerably since 1937. The time has come when 
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Parliament might well reconsider this question 
of control. There seems to be no valid reason 
why those who carry on a business over which 
Parliament has jurisdiction (assuming this 
to be the case) in competition with others 
who are regulated in respect to their rates and 
operations should not be asked to submit to 
a similar form of control, This, of course, 
does not mean that any one form of transportation 
Should be regulated only for the benefit of the 
other," 

The Commission could not gO beyond an 
assumption about federal jurisdiction over trucking 
for no decision in the matter had been given by the 
Supreme Court of Canada, But while the Commission was 
sitting, a legal dispute was taking shape in the Pro- 
vince of New Brunswick which was to produce a far- 
reaching decision by the Supreme Court of Canada re- 
garding cite federal government's jurisdiction over 
highway transport. The decision, which came many month 
after the Royal Commission report had been tabled in 
Parliament, was that international and interprovincial 
highway transport was within the exclusive jurisdiction 
of the Parliament of Canada and specifically that the 
New Brunswick Motor Carrier Board did not have the 
Jurisdiction to prevent an American bus line, operating 
internationally and interprovincially through New 
Brunswick, from picking up and discharging passengers 


in the province, 
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On June 17, 1949, Mackenzie Coach Lines, 
an American carrier with head office at Lewiston, Maine, 
had applied to the New Brunswick Motor Carrier Board 
for a licence to operate buses from Boston through New 
Brunswick to Halifax and Glace Bay, Nova Scotia, and 
return, The licence was granted for the international- 
interprovincial traffic as far as the use of New 
Brunswick highways was concerned. The Motor Carrier 
Board ruled, however, that after August 1, 1949, 
Mackenzie Coach Lines could not pick up or discharge 
passengers within New Brunswick, 

Mackenzie Coach Lines refused to recognize 
this restriction and took the position that the attempt 
to impose it was beyond the power of the Motor Carrier 
Board. It challenged the validity of the Motor Carrier 
Act and contended that it was beyond the power of the 
legislature of New Brunswick. 

After August 1, 1949, Mackenzie Coach Lines 
continued to pick up and discharge passengers within 
New Brunswick and indicated that it would not cease 
to do so. 

Action was brought against Mackenzie Coach 
Lines by S.M.T. (Eastern) Limited, a large maritime bus 
and truck operator. In the action, S.M.T, (Eastern) 
Limited sought an injunction restraining Mackenzie Coach 
Lines from picking up and discharging passengers 
within the province of New Brunswick; a declaration 
that Mackenzie Coach Lines had no legal right to pick 


up or discharge passengers within New Brunswick; an 
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1 
‘ accounting of fares received by the Coach Lines for 
. carriage of passengers within New Brunswick; damages and 
, other relief which to the court might seem just, and 
. costs of the action, 
; The decision of the New Brunswick Court of 
: Appeal on May 1, 1950, upheld provincial jurisdiction 
A over Mackenzie Coach Lines and prohibited the bus 
: company's operation unless it complied with provisions 
4 and regulations of the New Brunswick Motor Carrier and 
1 Motor Vehicle Acts, 
rr The Appeal Court decision stated shat the 
is two Acts "regulate motor vehicle transportation in so 
14 far as such vehicles use provincial highways and are 
15 a valid exercise of power under the British North 
6 America Act. Their incidental effect on traffic 
7 passing through the province to outside points does 
18 not affect their application to vehicles engaged in 
19 such through traffic in the absence of Dominion legis- 
5% lation on the matter." 
4 An appeal to the Supreme Court of Canada was 
2 heard in February, 1951. Those who, throughout the yearns, 
93 had argued the pros and cons of federal control of 
04 highway transport, were present to press their case, 
95 The Attorney General of Canada, and counsel for the 
%6 Canadian National and Canadian Pacific railways, 
97; Were granted permission to intervene in support of 
28 Mackenzie Coach Lines. Seven provinces -- New’ 

| Brunswick, Ontario, Alberta, British Columbia, Quebec, 

| 


Nova Scotia and Prince Edward Island -- and two 


interprovincial trucking comoanies, Maccam Transport 
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Limited, representing Canadian Trucking Associations, 
and Carwill Transport, were permitted to intervene 

in support of S.M.T, (Eastern) Limited, The full 

court sat in hearing the appeal, All nine Judges 
delivered reasons for judgment when the court's decision 
was rendered on October 22, 1951, and all members of 

the court held that Jurisdiction over the international- 
interprovincial bus line was federal, 

In the House of Commons, on October 2343 1951, 
the Minister of Transport was asked if, in view of the 
Supreme Court's decision, he was going to introduce 
legislation to control interprovincial and international 
highway transport federally, Mr. Chevrier's reply was 
that "at the last session of Parliament, with respect 
to the report of the Royal Commission on Transportation, 
I indicated that that part of the report dealing with 
the coordination of transportation services would be 
considered at a later date by the government, and if 
measures were approved action would be taken. But 


that part of the report has not yet been considered," 


(Page 10730 follows) 
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The decision of the Supreme Court was appealed 
tothe Privy Council and the appeal was heard in November, 
1953. On February 22, 1954, the Privy Council gave its 
decision, Answering the question: Was the order of th 
New Brunswick Motor Carrier Board Simply traffic regul- 
aion, or was it an interference with an undertaking 
connecting province and province; "their Lordships canno 
doubt but that it was the latter," the Privy Council 
stated. "In their Lordships! opinion the action of the 
province was in incursion into the field reserved by the 
British North America Act to the Dominion." 

The Privy Council defined what the provinces 
can, and cannot, do in regard to control and regulation 
of interprovincial and international (extraprovincial) 
highway transport. The Privy Council confirmed that the 
provinces had full jurisdiction over the roads, but 
pointed out that in respect to the bus operation it 
was not making a decision about the roads but about the 
undertaking: 

"The province has indeed authority over its own 
roads but that authority is a limited one and 
does not entitle it to interfere with connecting 
undertakings. It must be remembered that it is 
the undertaking not the roads which come within th 
jurisdiction of the Dominion, but legislation whic 
denies the use of provincial roads to such an 
undertaking or sterilizes the undertaking itself i 
an interference with the prerogative of the 


Dominion, " 
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| 
2 The Privy Council did not deny the right of 


3 the province to make provisions or regulations with regard 


to its roads. But the provinees "must not prevent or 


4 

restrict interprovincial traffic." The provinces can 
5 

male traffic regulations, but the provisions 
6 


contaired in local statutes and regulations must be 
7 confined to such matters, 
8 The undertaking was one connecting the provine 
9 with another and extending beyond the limits of the prov 
10 inee “and therefore comes within the provisions of 


Section 92 (10) (a) and is solely within the jurisdictio 


11 
of the Dominion." 
12 
The Privy Council addressed itself to another 
13 


part of the question before it: How much of the oper- 
14 ations of an interprovincial or international carrier 
15 were within the jurisdiction of parliament? Here the 


16 Privy Council looked at the distinction which had been 


17 drawn by the Supreme Court of Canada in considering the 
18 Same case, The Supreme Court had drawn the distinction 
, between what was the essential, and what was an inciden- 
f tal, portion of the bus operation which ran from Boston 
" through New Brunswick to Glace Bay, Nova Scotia, The 
21 


Supreme Court's finding was that that portion of the 
de extraprovincial operation which could be shed without 
23 putting an end to the operation did not consititute an 
24 essential part of the undertaking. According to the 


Supreme Court the non-essential part would be of 


25 
6 provineial jurisdiction, the essential part, federal. 
It was on this important point that the Privy 
a 
Council reached a different decision. There was no 
28 
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2| doubt, said the Privy Council, that the taking up and 
3 setting down of passengers journeying wholly within the 


Province (New Brunswick) could be severed from the rest 


4 

: of the international and interprovincial bus line running 
from Boston through the State of Maine and through New 

6 
Brunswick to Glace Bay in Nova Scotia. But that had to 

7 


do with the questions of whether you could emasculate 

8| the undertaking and yet leave it the Same undertaking or 

9] so divide it that part could be regarded as interprovin- 

10] cial and the other part provincial. But, said the 

11 Privy Council, these were not the questions. The questions 


facing the Supreme Court were: Ts there an undertaking 


12 

and does it form a connection with other countries or 
13 

other provinces? 
14 


"The undertaking in question is in fact one and 
i) indivisibie," decided’ the Privy Councils "Lt-ts-true 
16/ that it might have been carried on differently and might 
17| ave been limited to activities within or without the 
1g] Province, but it is not, and their Lordships do not agree 
that the fact that it might be carried on otherwise than 


19 
it is makes it or any part of it any the less an inter- 
20 
connecting undertaking. " 3 
Thus there was conflrmegi parliament's juris- 
22 


diction, and parliament's right to control, Canada's 

23 entire international-interprovincial trucking industry. 
4/ Great as the impact of the decision was in1954, the 

25 impact is even greater today when the Dominion Bureau of 
%| Statistics Motor Transport Traffic Statistics reveal, for 
the first time, the true size and scope of 'for-hire! 


extraprovincial trucking in this country. Approximately 
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one-third of the industry's output, measured in ton miles 
and one-fifth of the industry's revenues, comes from 
interprovincial and international freight carriers, 

| There was surprise generally when the Minister 
of Transport, on February 23, 1954, one day after the 
Privy Council decision, announced in the House of 


Commons that " 


-«..l propose to call a conference of 
provincial ministers having jurisdiction over highways 
eeeLl am hopeful that a common understanding may be reache 
to the end that the provinces will be able to regulate an 
control all motor transport using provincial highways." 
From this conference, in March, 1954, came the Motor 
Vehicle Transport Act, providing for federal control 

of extraprovincial 'for-hire!' truck operators by provin- 
cial boards. 

Q. Now, Mr. Magee, with that background of 
the historical development leading up to the Motor Vehicl 
Transport Act, Canadian Trucking Associations has made it 
known that it has serious criticisms of the act. Would 
you please discuss those criticisms at this time? 

A. The jurisdictional and practical state 
of extraprovincial truck control, as it exists today, may 
be reviewed as follows: 

i. Jurisdiction over international and inter- 
provincial highway transport is federal. No provincial 
regulatory body, unless it be acting in the capacity of 
a federal regulatory body, drawing its authority from 
federal legislation, is entitled to prevent, restrict, 
interfere with, deny or sterilize any interprovincial 


or international highway transport firm. 
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ii. Federal control of international and 
interprovincial trucking is today in operation, under 
federal legislation. 

ids The federal control system is made up 
of regulatory bodies which happen to comprise as members 
the same personnel who comprise provincial regulatory 
boards (except for Quebec and Newfoundland. ) 

iv. There is direction (if direction it can 
be called) to these federal regulators as to how they wil 
discharge their responsibilities. This direction is 
given in federal legislation. The provincial boards -- 
all but Quebec and Newfoundland -- are directed to licens 
extraprovincial operators in the same way as they 
license local (or intraprovincial) operators. If they 
happen to have rate control in their province they may, 
in their discretion, control the rates of extraprovincial 
operators. : 

The Motor Vehicle Transport Act, 2-3 Elizabeth 
II, received Royal Assent on June 26, 1954. The Act 
is reproduced as an appendix of this submission. It 
follows the decision of the Supreme Court of Canada in 
the Prince Edward Island potato marketing case (1952) 
28. C. R. 392 in constituting existing provineial gov- 
ernment regulatory boards as federal regulatory boards. 
The decision in the Prince Edward Island potato marketing 
case was that an action of the Parliament of Canada in 
constituting a provincial marketing board as a federal 
board for certain purposes within parliament's juris- 


diction was intra vires. 
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° The Motor Vehicle Transport Act, after setting 

3 out certain interpretations, provides that "where in 

* any province a licence is by the law of the province 

; required for the operation of a ical undertaking, no 
person shall operate an extraprovincial undertaking in 

? that province unless he holds a licence issueg under 

: the authority of this Act." (Section 3, subsection 1.) 

8 There follows the provision that “the provin- 

9 cial transport board in each province may, in its dis- 

10 eretion, issue a licence to a person to operate an 

i extraprovincial undertaking into or through the province 

a upon the like terms and conditions and in the like manne 
as if the extraprovincial undertaking operated in the 

Province were a local undertaking." (Section 3, sub- 

- section 2.) 

15 


So much for licensing and control of entry 

16 into the trucking field. The Motor Vehicle Transport 
17 Act also provides for extraprovincial rate regulation, 
18 by a provincial board, but only if regulation exists 
intraprovincially and then only if the provincial board 


19 
20 decides to regulate rates extraprovincially. (Section 4]) 
Parliament capped this free-and-~easy treatment 
21 
of the regulatory situation by leaving it to the 
22 


provinces to decide whether they would participate ina 
23 legal system of extraprovincial control or whether they 
24 would decline to participate and thus substantially 


25 undermine the effectiveness of the regulatory system. 


6 This is the meaning of section 7 -- "This Act shall 
7 come into force in a province only upon the issue of 

&@ proclamation of the Governor in Council declaring it 
28 
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to be in force in that province, "! This does not imply 
an intention by the Governor in Council to take any 
initiative in establishing federal control of extra- 
provincial trucking by the provincial boards. What, in. 
practice, was done, after passage of the Motor Vehicle 
Transport Act in 1954, was to wait to hear from each 
province concerned; if a province wanted to participate 
in legal control of extraprovincial highway transport 

~~ which required proclamation of the Act -- the Act was 
proclaimed. If the province preferred to control extra- 
provincial trucking through other measures -- and, in 
the process, to control illegally -- that too was 
rermitted by the Governor in Council. 

Quebec and Newfoundland are the two provinces 
for whose regulatory board the Act has not been pro- 
claimed, Newfoundland does not pose a problem as yet. 
It is one of the ironies of the problem of truck control 
that the province of Quebec, whose regulatory body, the 
Quebec Transportation Board, has set a high standard of 
performance as a resulatory agency, .has declined to 
request the proclamation, and thus appears to have laid 
open to decisive challenge in the courts the Board's 
extraprovincial regulatory procedures. 

As to the workings of the Act, it has meant 
that from a regulatory standpoint Parliament has not 
recognized a Canadian trucking industry. Extraprovin- 
Clally, it has recognized ten individual trucking indus- 
tries, The effect of its legislation, the Motor 
Vehicle Transport Act, is the same effect as though the 


British North America Act had been amended to give each 
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province exclusive Jurisdiction over all highway transpor 
undertakings operating within its borders -- extraprovin- 
cial as well as intraprovincial, 

The Motor Vehicle Transport Act has, in truth, 
created a federal regulatory mechanism capable of giving 
off simultaneously a variety of different -- even 
diametrically opposed -- decisions in regard to the grant 
ing or extension of operating rights for extraprovincial 
carriers, There is no provision in the Motor Vehicle 
Transport Act requiring, or even authorizing, joint 
hearings by the boards concerned in the matter of an 
extraprovincial application. Two of the boards have 
voluntarily held joint hearings on extraprovincial appli- 
cations and are to be commended for their initiative in 
reducing two separate sets of hearings to only one. The 
cost in executive time and travel incurred by trucking 
company officers and other witnesses, and the legal fees 
incurred, all of which result from multiple hearings 
held individually across the country by boards concerned 
in extraprovincial applications, hasbeen a wry heavy 
burden and is effectively barring the participation of 
Smaller operators, or would-be operators, in the extra- 
provincial field. While two boards may jointly hear the 
evidence in respect to an application, there is no com- 
pulsion, and thus no guarantee, that a joint hearing will 
be held and boards in some of the more important motor 
transport provinces do not hold them. 

Even if boards jointly hear the evidence, they 
cannot, with legal effect, deal jointly with an extra- 


provincial application once ‘the evidence is in. They 
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are instructed by the Act to"... issue a licence: «, 2, 
upon the like terms and conditions and in the like manner 
as if the extraprovincial undertaking ... were a local 
undertaking", What they do with the evidence is based 
on what their own provincial legislation and regulations 
(by reference from the federal act) tell them to do. 
Thus, even a joint hearing is not a guarantee against 
quite different decisions being arrived at as to what should 
be done about an extraprovincial application. 

The potentially ridiculous Situations which 
arise were demonstrated recently by hearings in western 
Canada by boards in adjoining provinces dealing with an 
important extraprovincial application. Here was an 
extraprovincial application with two regulatory boards in 
action, dealing Separately with the same application and 
unable to give effect to any decision they arrived at 
except under authority of the federal statute. In ather 
words, they were sitting as federal regulatory agencies 
With exactly the same authority as if one regulatory 
agency -- the Board of Transport Commissioners, or a 
Separate Motor Carrier Board, or whatever agency might 
have been constituted -- existed in Ottawa with powers 
to deal with powers to deal with such matters. One 
western board concluded its hearings and retired to 
Consider its decision. The second western board then 
proceeded to hold hearings on the same extraprovincial 
application. While it was doing so, the first bard 
issued its decision -- approving the application, The 
ultimate fiasco was avoided by the second board also 


Siving its approval to the application. Had the second 
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2 board rejected the application, the Motor Vehicle Trans- 
3 port Act would have falien apart as an effective instru- 
4 ment of control not much Sooner than informed persons in 


the transportation industry have expected, 


5 
As pointed out in paragraph 1, there is no 
6 
rate regulation of extraprovincial carriers in force unddr 
; the Motor Vehicle Transport Act. Again, we have the 
8 


ironic situation that the only extraprovincial rate 

9| rxegulation that exists in Canada is that of the Quebec 
10 Transportation Board which regulates both interprovincia 
11 and international rates but, without proclamation of 

12 the Motor Vehicle Transport Act, appears to be doing so 
in a field in which it has no jurisdiction, 


(Page 10743 follows) 


ert 


~awerT ofotiey ‘otoM odd 
auitent evidosTie ns 88 att 


bnoeveq bemroIsl ably ten00e: sou 
‘ Hedosexe overt eutapbat ne 
oa et eteds .£ ddergetsq af apnea paces 


qebay eotot af ereit1s9 fetontvengesrdxe to aott. reget Stet 


| 


‘sedeuf ort to tadd at shane) ab “edaine dads ge 


Z 
e 
| 
| 


| 
| 
| 


; Sac Noemie eat * eas eee a ei gest 
- ot eyed ow yttsgi ‘sSoa svoqeaas tT sfotdev oso 9 ; 


oder fersaivorgetoxs Utne ont ssdt aoldsuste 


rontvorqretal Htod sstpluget dolsw breed no tdsdt Oger 

Ro gsolésmeloowg tuortiw .gud pete? carina. “i 
ak 

suites ed of erseqqs .toA dtoquasat sLotdsv wote bake 7 


_ sobtorbe tant on aaa’ st dotdwent Hlelt- 


5 


_(ewolto? gsvor eset) 


ANGUS, STONEHOUSE & CO. LTD. Magee 3 dir * 10743 
TORONTO, ONTARIO ( Hume ) 


Even if rate regulation existed under the Act, 
it would be undermined by the capacity for head-on 
collision in the rulings of Successive federal truck 
regulatory boards (the provincial boards acting as 
federal controlling agencies). It is this same capacity 
for head-on collision of rulings that we find ingrained 
in the provisions of the Act dealing with applications 
for operating rights. If rate regulation was exercised, 
it could only be by the three boards proclaimed as 
federal regulatory agencies and which already have 
intra-provincial rate control; British Columbia, 
Saskatchewan and Manitoba. If their control over extra- 
provincial rates was exercised, the three Boardg 
controlling, say, the rates of an extra-provincial 
carrier operating from Winnipeg to Vancouver, would each 
have equal authority to go their own way in approving, 
disapproving or varying the rates in question. And 
again, what they do must be done -- by reference from 
the federal statute -- "in the like manner and sub ject 
to the like terms and conditions as if the extra- 
provincial transport in that province were local trans- 
port." 

Apart from the capacity for differing decisions |-- 
€ach carrying the full authority of the Motor Vehicle 
Transport Act -- a further complication arises in the 
fact that the extra-provincial rate, being subject to 
the conditions and procedures of intra-provincial rate 
control, would run aground on the two different systems 
of rate control -- filed tariffs in British Columbia 


and fixed rates in Saskatchewan and Manitoba, 
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Each provincial board has the power to control 


the same extra-provincial rate, and the Motor Vehicle 
Transport Act is silent as to the definition of the 
powers of each board over the rate. If an extra- 
provincial federal regulatory board is to have the 
power to control an extra-provincial rate, it must be 
an absolute power, otherwise the board would not be 
able to carry out its extra-provincial rate regulatory 
function, If this is so,how is it practical for two -- 
or even more -- provincial regulatory boards, acting as 
federal controlling agencies, to exercise the absolute 
power of rate control now conferred in the Motor Vehicle 
Transport Act, when there is no definition of these 
powers as between one board and another -- and when, in 
effect, the federal Act empowers one board to approve th 
rate and another board to disallow it? 

If the provincial boards in their capacity 
as federal controlling agencies were to attempt to 
resolve their difficulty in regard to rate control by 
arranging a saw-off point in their powers to control, 
this saw-off point would merely be an agreement by one 
group of individuals -- the regulators in one province - 
with another gyoup of individuals -- the regulators in the 
adjoining province. The arrangement would be meaningles 
under the Motor Vehicle Transport Act. Nowhere in the 
federal Act is there a provision which attempts to sort 
Out the respective rate powers of the multitude of 
Provincial regulatory boards acting as federal controlli 


agencies, 

There is no provision in the Motor Vehicle 
Transport Act for control of the transfer of a license 
Or change in share ownership. Thg omission of this 
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provision cannot be reconciled with the presence of 
comparable provisions in other federal transport 
legislation -- the Railway Act, Aeronautics Act and Pipe 
Lines Act. By failing to establish a Similar provision 
in regard to extra-provincial trucking, Parliament 
ignored the question of whether it is in the public 
interest that the trucking industry's railway competitors 
Should be able to purchase, or obtain controlling 
interest in, inter-city truck lines; and whether, if 
the railways are to be able to do this, the extent of 
entry into the trucking field is to be left to the will 
of railway management. In Section 9 of our submission 
we have already stated our strong conviction that 
unrestricted expansion within the trucking field by the 
railways should no longer be excluded as a consideration 
of Canada's transportation policy. 

From our knowledge of the industry it can be 
stated unequivocally that there is not, at the present 
time, a single extra-provincial truck operator in Canada 
who considers that the Motor Vehicle Transport Act is 
either an adequate or workable statute. Experience has 
Proved that it is not. Its failure stems from fundamenta 
weaknesses which may be summarized as follows: 

i. The collision of the powers of federal 
control and regulation inherent in the 
ability, under the Act, of ten provincial 
boards, acting as federal controlling 
agencies, to give ten different decisions 
on one application for extra-provincial 


operating rights in ten provinces ( to use 
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the most all-embracing example). 

The collision of powers, under the same 
circumstances as i, above, in regard to 
regulation of rates and the Act's silence 
in regard to the definition of the 
responsibilities of each board in respect 
to a given extra-provincial rate, 

The conferment merely of discretionary 
powers to institute extra-provincial rate 
regulation, and the failure to establish 
Such regulation nationally by applying 

it to the whole extra-provincial trucking 
industry. 

The silence of the Act in regard to the 
transfer of a licence or change in share 
ownership, 

The discretionary power of a province to 
accept or reject federal regulatory powers 
for its provincial truck regulatory 


board, 


respect of v., it would be natural to 


Sagacity of an assumption that the Par- 


liament of Canada would, in the face of disapproval of 


@ provincial government, appoint a provincial board a 


federal controlling agency and compel the board, by 


Statute, to discharge, jointly with the other provincial 


boards, the responsibilities of extra-provincial truck 


control. No such assumption is made in this submission 


nor should the logic of the questioning of that assump- 


tion be allowed to undermine the belief that a sound, 
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1 workable system of federal control of extra-provincial 
2 trucking, using the peevincint boards as the federal 

3/ agencies of control, is feasible in Canada. 

4 fhe provincial boards have had long experience 
5 in truck control. Geographically, as federal boards, 

6) they provide national contact with the industry on a 

7 regional basis, If federal control of extra -provincial 
8 trucking by provincial boards is to work, there must 

9) be spelied out in the statute the principles and prac- 
10 tises of control and regulation which are considered 

ji, desirable as part of the national transportation policy. 


12; «It is quite true that new legislation to or eave an 


13, effective System of federal control by provincial boards 


14 could not -~ and would not -- be imposed on the province 


15 by the federal government, Sight unseen. Consultation 


would be necessary and this would undoubtedly be re- 


} 

| 
17] cognized by the calling of a federal conference on 
: extra-provincial highway transport at which the presence 
19 ef the provincial regulatory Chairmen, administrators 
4 and their officials would rank in importamce and value ° 
2 with the presence of the responsible provincial Ministers. 
| I should say there, Mr. Chairman, that ig not. 


4 
4 
meant to be disrespectful to the provincial ministers, 


but the absence of the technical people at the confer- 
ence held in 1954 is, in our opinion, one of the factors | 
whick led to these troubles, 

If, in regard ra.) extra-provincial highway 
transport, the federal government continues to take the 
attitude that although the jurisdiction is federal the 


Provincial regulatory boards should continue as the 
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agencies of control, there is no reason why the province 
Should consider it logical that they should be Left in 
the situation of being able, individually, to render 
impotent the regulatory system by declining the 
participation of the beard which they have constituted 
for intra-provincial truck control. There is an 
alternative to federal control by provincial boards; 
the control by a board in Ottawa, to which this Associa- 
tion is oppesed. The provincial governments, being awar 
of the alternative, can be expected to approach the 
question in a reasonable frame of mind, if the Governmen 
provides a firm but tactful lead. 

T2E CHATRMAN: I think we will adjourn there 


until 10.00 o'clock Monday morning. 


~--Ad journament. 
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Ottawa, Ontario, 
Monday, 
May 2, 1960, 


--<On @ommencing at 10.00 a.m. 


THE CHAIRMAN: Order, please, Mr. Hume? 

MR, SINCLAIR: Before Mr. Hume recalls his 
witness, Mr. Chairman, I have asked commission counsel 
if, during the presentation of this submission by the 
Canadian Trucking Associations, any objection was taken 
to some of the material that has been Submitted or is 
in contemplation, because the documents are here, as to 
the ability of this Commission under the terms of its 
order in council which delineates its jurisdiction, 

being Order in Council P.¢, 1959-577; and he tells me 

that there cae not been an objection taken, So there- 
fore at this time I rise to object to the Commission that 
im proposing to introduce evidence and documentation, 
including a new highway transport act, the Canadian 
Trucking Associations are asking this Commission to 
Einecca its jurisdiction, which is severely limited by 
this order in council, This order in council does 
not vest in this Commission,in my submission, respectfully, 
jJurisdictl on to inquire into transportation in Canada; 
it restricts it to an inquiry into railway transport- 
ation in Canada and matters relating thereto. Now, 
obviously -- 

THE CHAIRMAN : Well, don't the trucks relate 
to the railways? 

MR. SINCLAIR : In my submission, mo, sir, 
they don't relate to railway transportation. ‘If the 


railways had proposed that to. deal with the railway 
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problem it was necessary to restrict common carrier 
trucking to a limit of 800 miles, which the railways, 

if they had - this is hypothetical, of course - if they 
said that was the economic Prange on the trucking, purely 
and correctly, then, of course, the Commission would want 
to hear what the truckers said about any limitation that 
the railways were proposing to put on the trucking indus- 
try to deal with railway transportation. But the rail- 
ways have made no such Submission, and, until they do, 

I submit that the truckers, quite rightfully so, can 
introduce matters and give evidence and their views why 
Such things as, for instance, piggybacking, in relation 
to such matters as, for instance, the effect of agreed 
charge legislation, which they have done. But they 
cannot submit to this Commission, ask this Commission to 
‘Beal with highway transportation and to propose that the 
problems of the trucking industry be solved and covered 
by recommendations of this Commission, which, of course, 
they are.asking you to do in this submission. Indeed, 
although they are here as Canadian Trucking Associations, 
their proposed legislation covers the bus legislation, 
and surely their name shows that they are not speaking 

on behalf of the ms operators, and the bus operators, 
naturally, expect not to be here, and in my respectful 
Submission their jurisdiction does not extend to air 
transportation in Canada or to pipeline transportation 

in Canada; it does not affect all aspects of transport- 
ation. It doesn't extend to, for instance, highway 
transport intraprovincially, and surely the Commission, 


when their rights and obligations and jurisdiction were 


_ 
ia a ; 
2 a eae 
a ; 


tafuts9 qomma foirtaet oF ytsse! 
owewi is: edd dotiw .sefba 00g ei 

yoo? ti - estos To Leobseddonye at anit ~ b _ 7 

eierud .gaidowid and mo opts o.bmocto29 ont asw 


dnaw bivow motsahamod edt .S8N09 to enont ee 
eer * ia 


stati ves suods bise ezedou7d edt variw wet 


L~gubat yabtoutd sit ao tuq oF gutmoqora @T9W ayeutiaz)§ 


oe a Ni 
ob yorld [idav , Bie qHole gindye dows om obsm ovad ays : 


3 
” 
+ 
leftear of? tua toltedtoqensit yawites dagviw {seb ot cn ay 
q « “Th 
7 
| 


Fs 


nao ow Yllotidats stiup .erelourt ads dads ‘vm J 
“iw awelv tlod? Sas somebitve svlg pas avedtam SouRO t 
nolgafer af .gatiloadyagztia ,eonsdent tol .&s oatsa 


basis to tosTis ey oonsteat 70% 3s’ eredtam doua ¢ 


tH _efob sven yodt dotdw nobtstetgel out art 
lod notsetumoD afdd was _fotee tao etdt ot tindve fon ane. . 


; st 
esogorg oF bre aoltatuogenst yeawisia dtiw: 
bus bevfoe od yateubsat gablow1rs eds io amelde 


.semoo to .dotdw ,coteetmmoD eidy to anotsabromnoost 
sbeabal .oolee hedge aid? at ob oF voy gitiles ets ¥s . 
.enusstooesA aniiour? asibaned ea sisd eis yous Aguor 


oN 


aa 

i) 
ed 
» 


, 


sofdveletsel eud eft eteven aoltaletyel hbeacqotg %. 
| Th 

-atotersao sud edt bas .etotereqo aw eft Io Visded 1O 
futstoecess va ol bee .ered ed of Jon Jooqxs ei Lom, 
tte of hnedxe tom eeob aottotbatast, 1 fedd notash . 
nolsadasc qe: 1? entfLentg of to sbansd at notts240qea 


-dxoqeders “to atoeqes [fe tostie ton aeob tf : sbi r ¥ 


} 
j 
| wt: 
i anidseas gon s1s yous Jandy ewors omen attend ylewe 
: 


yewidgtd .sompteat tot .od baedxe o'macob JT - > 
aotontemoS oft ylewe bas .yilatoatvorqstsal Ji0g 18 
evow nohsorbatuawl bas re Sas aditatr niede & 


ANGUS, STONEHOUSE & Co. LTD. Sinclair 10752 


TORONTO, ONTARIO 


delineated by the Queen's Privy Council, were not saying 
that everything dealing with railways or could possibly 
affect railways were to be Subject to review by this 
Commission and recommendations made, For instance, 
the Commission quite rightly ruled that they were not 
concerned with collective bargaining in connection with 
the railways, they were not concerned with relations 
between the railways and their employees, nor were they 
concerned with the liquor traffic, It affects in some 
Way, you could argue, possibly, railway operations in 
the sense that liquor is sold on trains, and this is a 
matter of provincial law, and it is my submission that 
much of the submission of the Canadian Truckers Associa- 
tion is a matter of provincial law, and the matter that 
the recommendations that this Commission may make to the 
Queen's Privy Council of Canada could not be implemented 
by the Governor in Council. These are matters of 
provincial jurisdiction and matters that this Commission's 
reccommendations might be looked upon as not in keeping 
with the duty that has been imposed upon them and, 
indeed, the purpose of the Governor in Council in intro- 
Gucing this Order in Council to which I refer. 

It is for these reasons, Mr. Chairman, that I 
Say that the section of the brief dealing with the 
proposed changes to the Motor Vehicle Transport Act, new 
legislation, and matters cf that kind, are outside the 
Jurisdiction of this Commission, and that the evidence 
Should not be received. 

THE CHAIRMAN: Any other counsel wish to 


add to that? 
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MR. McDONALD: Mr. Chairman, I discussed 
this matter with my friend, Mr. Sinclair, and I endorse 
what he says. I do not see how this Commission can 
become involved in the drafting of a new highway transpor 
act, legislation which is designed to promote and 
protect the monopoly of for-hire carriers in inter- 
provincial service. I would agree with what Mr. Sinclai 
said, and I do not wish to expand on it any further. 

MR. SINCLAIR: There is one point I should 
have made, and with your permission I will, and that is 
that the jurisdiction of this Commission is much more 
restricted in this regard than was the Royal Commission 
Eypetnted by P. C. 6033, that is the first Turgeon Royal 
Commission, much more restricted, and I would suggest, 
having that anya in council before him, no doubt the 
governor in council, in setting up this Commission, and 
having knowledge of that order in council, decided to 
restrict this Commission's jurisdiction in the way it 
did, 

THE CHAIRMAN: Mr. Sinclair, I haven't a copy 
of the order before me. We, of course, reserve our 
final ruling on the matter, but I can say that the 
Submission somewhat surprises me, as I felt we had pretty 
Wide scope in our inquiry in the matter of transportatio 
and that we would require generally to deal with trans- 
portation policy as a Canadian matter. However, we 
Will reserve -- 


MR. HUME: I would like to be heard from in 


this matter, Mr. Chairman. 


THE CHAIRMAN : Yes. I was only going to say, 
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Mr. Hume, that you had given notice some two or three 
weeks ago that you proposed to bring this draft act hg 
and at that time some counsel were very anxious to get 
a copy of it then. 

* MR. HUME: I must say that if you are surprise 
at Mr. Sinclair's Submission, it is no less than mine. 
This motion -- 

MR. SINCLAIR: it is not a motion. 

MR. HUME: Until two minutes to ten I had no 
idea this was going to be raised at all. I believe the 
order in council is wide enough, and I would ask you, 
sir, to reserve your judgment of this matter and, if 
necessary, appoint a time when I might reply to the 
arguments of my deainwe friends. 

THE CHAIRMAN: You will be given every oppor- 
tunity. 

MR. HUME: in the meantime, I presume that 
we may carry on from where we left off on Friday. 

MR. SINCLAIR: Subject to my objection and 
also, Mr. Chairman, in view of the fact that we have 
as part of our duty to this Commission to assist them 
as much as we can in their cross-examination, I assume 
that the ruling on the objection I have made will be 
made before cross-examination. If my friend is 
Startled, I may say that I was startled that someone 
else had not - that this Commission, indeed, had not 
taken action in regard to this evidence. So that is 
why I delayed, and I don't think it is my duty to take 
the initiative in this matter. 


COMMISSIONER MANN: I would like a little 
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more background, Mr, Sinclair, on the objection made by 
the railways... Supposing it should be the view of the 
Commission at some time or other a problem is created 
for a railways as a result of the existence of unregul- 
ated or partly regulated interprovirm ial highway transpor 
and supposing that the Commission might reach the view 
that this has a severe effect on the financial status of 
the Canadian railways and something should be done to 
regulate the trucks, would you not think that this weuld 
be within the purview of the Commission? 

MR. SINCLAIR: No, sir, I would not. 

I would think that the answer to that question is that 
trucking, the big portion of trucking, trucking basie- 
ally, is a provincial matter and is regulated by provin- 
€ial jurisdiction. 

COMMISSIONER MANN: What about an interprov- 
incial segment of it? 

MR. SINCLAIR: By virtue of what the dominion 
government has done, in effect it transfers regulation 
to the dominion boards, so therefore the dominion boards 
are regulating trucking as possibly an agency of federal 
jurisdiction. But to answer your queation, I would 
Say no, because under the Railway Act provisions are 


Ghere made to meet competition by rate action, and also 


PERS 


ba a tr aepyird awe oy 46 Ay 
the obligatiorms of the railways to give service are a 


there, and certain svtaissions have been made and 

notice has been given regarding these obligations on the 
railways to give service. These are matters federally. 
To some people it wae unfortunate; to others like mysel]? 
possibly, it is fortunate; we have a clearly defined 
division between federal transportation and provincial 


? : pi nervy. and it ogard to this 
transportation in this country, and in regard to 
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matter of trucking, it is a matter of provincial juris- 
diction, and I would think that this Commission would be 
transgressing the powers of the body which appointed it 
to interfere in provincial jurisdiction by regulation 
which would be a direct interference, 

THE CHAIRMAN: Well, Mr. Sinclair, all we have 
to do is look at the order in council for our authority. 

MR. SINCLAIR: Yes, it is clearly delineated, 
and I would also suggest that it is one thing to make 
broad generalizations, but it is another thing to deal 
specifically with the problems relating to the trucking o 
highway trucking industry. 


(Page 10759 follows) 
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Mn. UME: I hope my silence is not construed 
in any other way than in the context I Puteits There 
is a great temptation to answer my learned friend, but 
after twenty-odd years in this profession I have learned 
to resist that temptation, and I don't wish to reply at 
the present time but 1 will reply later, 

Mr. Chairman, at the conclusion of the session 
on Friday last there were one or two little tag ends whic 
I would like to mention before I call upon Mr. Magee to 
deal with the matters in question. 

You, sir, asked at page 10670 whether the 
Canadian Trucking Associations would know how the 133,959 
piggyback carloadings were broken down east and west, and 
I am advised that there are no figures for 1958, but the 
1959 figures which we gave and to which you had reference 
are broken down in this way: 113,252 in the eastern 
division and 20,677 loadings in the western division; 
that a portion of the eastern loadings goes to the west, 
but there is no DBS breakdown as to what proportion, and, 
Slmilarly, a portion of the western division loadings 
come into the east, but again, I am sorry, there are 
no breakdowns on that figure. That is the first. point, 


Mr. Chairman. 


The second point is to point out to my learned 
friend Mr. Sinclair something of which he may already 
be aware, but at page 10678 you asked the Canadian 
Trucking Associations to supply the Commission with a 
list of all truck companies controlled or owned by the 
Canadian Pacific Railway, and in answer to your request 


we have communicated with all of the provincial 
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organizations to try and obtain this information across 
Canada and it will be a while before we Zetawit. DUL 
am sure that Mr. Sinclair will have that information 
probably even more accurately than our provincial 
associations would be able to supply it. 

At page 10521 of the transcript the brief of 
tone Canadian Trucking Associations contained a compara- 
tive figure taken from Mr. Wagdin's study. 

MR. SINCLAIR: Pardon me; was there a directio 
from the Commission that they wished to have the names 
of the companies? 

MR, HUME; Direction to me, and I am suggestin 
that you are a better source of the information. 

MR. SINCLAIR: Wnat difference do the names 
make, Mr, Chairman? 

MR, HUME: The Commission would like a list of 
all companies owned by the Canadian Pacific Railway en- 
gaged in the trucking business, and asked me whether 
we could supply it. We are trying to get that infor- 
mation, and I am just drawing it to your attention. 

MR, SINCLAIR: But you would like me to give 
you .the, list? 

MR, HUME: Noy slaJWtiL kh Oo. J the best. can, 
but you are the best source of the information. 

MR, SINCLAIR: I wasn't here, but. I am quite 
sure Mr, Hume will get the information and if it is wrong 
when he puts it in we will assist him by helping him. 


I will be glad to take a look at my friend's list before 


me files it. 


ip, oO + F 
7 ori et aad iat - efrol 


tttwatet pee 


Yo tetid end tqtroamesd sit Yo + tekot nollie 
~sregos s heataduos enobsslooseA soba sabato 
ylade ot ntbg ew 1M mor nexsd oTylt Sv 


rolgosrkh 8 orsif saw 7om oObrsT :ATAIOIG 1M Liew 


eemen oft syso oF borat yond tans notes tmmod 9rd 


teokntgaon ont te 


Labteoguue ms I bas .din oF nolgvoorld <SMUB AM uae, | 


Mold sme Tat — to sane istded 6 } errs WOYOs 


eomsn sit ob ‘sonteeras Tew +s ATALOMIS Se iv om ?, : 


@ 


cnamitsdo aM even 


%o gatf § ONLI binow nolagtmmop sfiT saMUH AM mAy 
-19 yewlish ofitest astbansd/ erg yd ‘benno asinsqaos fla 
yordonw om betas bae ,seentevd gublouty sft at Bb 383 


-yotnt dard tom od gntysd ors ow = =.St ylaqua binos 


notinsd3s Woy oF MP gatweth gent, me T bms .nobdae 


svin o¢ om o7if bivew voy dua sALATOUTE 7M ae 


 ¢dekk ond moy 


80 L tasd eng Ji ob iftw I ,ou 


:3MUH AM. 


\1oldainotnt sf3 to sowes deed ond S18 vOY F 


‘sttpp ms I gud oaees d’nmasw il <HLATOUIS 1AM) OP 
gnow ef st If bas aotsamro'tnt end Jog Iflw emuh Ms 
mint gnigfied yd mid cesaea iitw ew alt atvetuq 

SP 


| stoted tell a'bastr? ym se Aool 6 sist oF sts 


7 7 ; : par. Gr tl e 4 | “ 


o » 


ANGUS, STONEHOUSE & CO. LTD. 10761 
TORONTO, ONTARIO 


THE CHAIRMAN: Or after he files it, 

MR, SINCLAIR: Either way, whichever way he 
wants it. 

MR. HUME; The ton-mile figures as between 
railways and trucks for 1957 were correctly shown in the 
statement and are on that page from Mr. Wagdin's Study, 
but my learned friend mr. McDonald pointed out to 2 that 
the DBS, since we prepared this statement, recalculated 
these figures, but unfortunately the information and the 
bulletin which I have from DBS doesn't break it down into 
for-nire figures, and I merely want to indicate that there 
has been a substantial increase and that those 1958 figures 
given by DBS as of March 14, 1960, are as follows; ton 
miles for 1958 for railways, 68, 914,260,000 ton miles, 

MR. COOPER: | I wonder if Mr. Hume would identif 
the table by reference to the submission, 

MR, HUME: Section 3, page 3, of the submis- 
sion, It is the table included in paragraph 9 and it 
1s correctly shown as from Mr. Wagdin's Study, but there 
are more recent figures and the 1958 figures as released 
on March 14th by DBS show for railways, 68,914,260, 000 
ton miles; for the for-hire trucks, 9,327,136,000 ton 
miles, and the calculated percentage for 1958 would be 
13.5 per cent, so that the figures I have just put on the 


record, Mr. Chairman, have just been issued and are more 


| Up-to-date than the figures in the brief. 


MR, SINCLAIR: Toney were on a different basis, 


were they not? 


MR. HUME: I don't think so. 
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MR. SINCLAIR: I understood they made some 
corrections. 

MR, HUME: Yes, the corrections were made by 
DBS, and I am not aware of the basis. It was a recalecula 
tion based upon a different approaci. 

Mr. Chairman, at page 10528 ieee was a table 
read into the record which appears in section 3, page 12, 
and I wisn to point out on the record that unfortunatedy 
~- €xcuse me, Mr. Chairman, I have the page in the 
transcript but not in the submission; it is section 3, 
page 7. There is a table reproduced at the top of the 
page which appears in the transcript at page 10528, and 
the decimal point has been omitted by"error i thatg 
typing, and there should be a decimal point on the right 
hand column, the first figure. In other words, instead 
of it being 9,381, it should be 93.81, and that decimal 
point should be put correspondingly down the whole column 
of figures, so that the last figure would be 199.46, 

This is a calculation, and the decimal point has unfor- 
tunately been omitted, 

At section 3, page 12, of the submission, un- 
fortunately the Province of Manitoba was inadvertently 
left out of the table in paragraph 36, and the figures 
in some respects are being interdispersed by reason of 
that omission, and I would like to now hand it to the 
reporter to be taken into the record as read, and in 
the transcript it will show the proper table, which in- 


Cludes Manitoba,and it has the proper figures opposite 


the proper province. 
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THE CHAIRMAN: What are the figures for 
Manitoba? 

MR. HUME: The figures for Manitoba for 1956 
are 1,537, and that was incorrectly shown in the table 
as being Saskatchewan, For 1957, it is 1,694, and 
por’ 1958 TbeishhyO52a rand lt tam afraid that the table 
in the record is completely incorrect, that was for 
Manitoba. 

THE CHAIRMAN: Well, those figures correspond 
with Saskatchewan, 

MR. HUME: The proper Saskatchewan figures 
should be 1,495 for 1956; 2,221 for 1957 and 2,760 for 
1958, and I have a copy in longhand which I will hand 
to the reporter and the proper table will be procued 
in the record, and it will be corrected in that way. 


I have an extra copy if any of my learned friends want 


it. 
'For-Hire' Truck Operators; Intra-Provincial, 
Interprovincial and International Traffic 
Total Freight Moved 
('O0O tons ) 
Province 1956 1957 1958 
British Columbia 10,364 1753252 12,547 
Alberta 19,230 217352 27,294 
Saskatchewan 1,495 2,221 2,760 
Manitoba 1,587 1.694 1.852 
Ontario 43,425 AY, 843 64,212 
Explanatory: Our original table as it appears at 


Paragrapn 36, page 12, section 3, inadvertently omitted 


Manitoba figures and gave some other figures incorrectly. 
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MR, HUME; I would like, Mr, Chairman, in view 
of the fact that the charts for the reasons stated by the 
secretary were added as a flyleaf to volume 59 and I 
would like for the purposes of the record to put on 
the record the following statement, 

The chart part of the flyleaf to volume 59 
marked 4.2 is in fact reproduced in its proper place in 
the record at pages 10547 ana 10548, The charts numbered 
wells to 4. lie would, in their proper position in the 
submission, follow page 10563, and the two charts marked 
4.15a and 4.15b would follow at the end of the first 
paragraph on page 10571, and charts A-5 and A-6 are in 
the appendix, which has not been reached as yet. 

Now, Mr. Magee, would you be good enough to 


take the stand, 


JOHN A, D, MAGEE, continued 


DIRECT EXAMINATION BY MR, HUME (Cont'd): 


Q On Friday afternoon we were at section 10, 
“Ge Nb ek ake Nk Cow 7 
9a we OK of your submission and you had in this section 
page /y Lb BS ay Cur pe Reem wa | WD oe a) WA DNA OY 

dealt with the basic principle of regulation, You have 


reviewed the historical events leading up to the case of 


| es Ontario et al versus Winner 
the Attorney General for Ontario et al versus Winner, 


1954 Appeal Cases, 541, and you had reviewed and criti- 
P <i + | iw y~. " - Lat 2 : a, 
cized the present Motor Vehicle Transsort Act, and you 


es ejAaanr at 
and your Association have prepared for tne consideration 


of the Commission a revised Highway Transport Act. 


Will you now please briefly give the views of 


$e ds cy en 


your Association on this matter’ 
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A. Canadian frucking Associations has given 
careful thought to the method by which federal control 
by provincial boards e8n be made to work, There follows 
&@ proposed Highway Transport Act of Canada which we 
recommend to the Commission as an alternative to the 
present system, It preserves the regulatory role of the 
provincial boards, making use of their members as a 
federal controlling agency, rather than establishing a 
new board in Ottawa, The proposed act provides for 
control of entry into the field on the basis of public «. | 
necessity and convenience but it creates a joint transpor 
board for the purpose of hearing and dealing with inter- 
provincial applications. The joint transport board 
would proceed in a manner that would reduce all hearings 
of extraprovincial applications to only one set of hear- 
ings for each applic&tion and the statute would ceneuer 
the members of regulatory boards concerned to consider 
Jointly the evidence and Jointly to render their decision 
The responsibility of the respective boards rt 
in regard to extraprovincial rates is similarly clarified 
Control over the transfer of a licence or chang 
in share ownership is instituted, 
| Section 5 of the Motor Vehicle Transport Act, 
1954, contains provision far exemption, as follows: 
"The Governor in Council may exempt any person or 
the whole or any part of an extraprovincial under- 
taking or any extraprovincial transport from all 
or any of the provisions of this Act." 

Canadian Trucking Associations considered that this 


section was unnecessary and umdesirable and strongly 
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opposed it in 1954. It was cited publicly by the 
Premier of Quebec as his government's reason for declin- 
ing the Quebec transportation board's participation in 
the System of federal control by provincial boards, The 
federal government needlessly aroused friction and sus- 
picion by the 4nclusion of this offensive section instea 
of the type of appeal procedure that is normally found 
in its transport legislation, Unless the government 
intended to discriminate by treating certain truck lines 
differently from others, there could be no reason for the 
section. It was not necessary for national emergenc: 
nor to protect the movement of military traffic as these 
matters were already provided for in other federal 
statutes. That all the friction and Suspicion was 
unnecessary is manifest in the fact that in almost six 


years of existence in the Motor Vehicle Transport Act, 


section 5 has never heen used. No provision of this 
type is included in the proposed highway transport act, 


We strongly recommend that if new truck control legislation 
is recommended by the Commission, the opportunity of 
unanimous endorsation and support by the provincial 
governments should not be dispelled by inclusion of ay 
exemption provison such as that contained in section 5, 

Of all the problems reviewed in the submission 
of this association, mone, in our view, is more clear 
cut than the failure of ths Motor Vehicle Transport Act 


eal 


in regard to extraprovineial truck control. rae system 
of control envisaged tn the statute is sound, in our 
belief; the failure of the system is in the mechanics. 


it is ovr hope that the Commission will recommend effective 
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remedial legislation and, having regard for tne fact that 
issuance of your report must, of necessity, be many 
months away, that you will stress the necessity of 
prompt action by the government if it finds your recom- 
mendation acceptable, 

MR. HUME: . Mr. Chairman, may I ask that the 
proposed act which appears in the Submission be taken as 
read, that it is not out wish to read it, except I would 
like to makea.very brief comment with respect to it for 
the assistance of the Commission. The points I wish 
to emphasize in passing, briefly, with respect to the 
purported act, are, firstly, that it gives direction to 
the regulatory authorities in the granting of licences; 
by section 5, 

Secondly, it requires joint hearings of 
provinciai boards acting as federal boards to ensure 
representation of all provincial areas affected and 
preventing multiple hearings in the one application; 
by section 6, 

Thirdly, in the event of a deadlock, it provide 
an appeal to the Minister of Transport; by section 6, 

Fourthly, it controls entry into trucking by 
persons other than highway operators unless the regulat- 
ory board is satisfied it is in the public interest to 
issue such a licence; by section &, 

Fifthly, it ensures that written reasons for 
the decisions will] be issued by the regulatory board; 
section 11. 

It requires the filing of truck tariffs; by 


section 12, 
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It preserves the right to make competitive 
rates; by section 14, 

And, finally, it restricts agreed charge type 
contracts to-50-per eent of the Shipper's goods. 

The proposed highway transport act of Canada 
is as follows: 

HIGHWAY TRANSPORT ACT 
be This Act may be cited as "The Highway Transport 
Act of Canada". 
as In this Act, 

(a) "“extraprovincial transport" means the 
transportation of passengers or goods for hire or reward 
by commercial vehicle over the highway by an undertaking 
extending beyond the limits of a province. 

(b). "interprovincial transport" means extra- 
provincial transport connecting a province or provinces 
with any other of the provinces. 

(c) “international transport" means extra- 
provincial transport extending beyond the limits of a 
province into a foreign country. 

(a) "Provincial Transport Board" means the 
board, commission, body, person, or department having 
under the law of a province power to authorize and regul- 
ate a-local undertaking. 

(e) "Joint Transport Bosrd" means a board ccm- 
posed of a representative of the Provincial Transport | 
Board of every province through Which an extraprovincial 
transport seeks to operate. 

(f) "commercial vehicle" means a motor vehicle, 


trailer, or semi-trailer used for the carriage of passengers 
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1 
2 or goods. 
; . (g) “leeal undertaking" means the transportatidn 


4 of passengers or goods for hire or reward by commercial 


vehicle by an undertaking operating Solely within the 


5 
limits of a province. 
6 
(h) "for hire or reward" small mean any rate, 
7 


remuneration, reimbursement or reward of any kind, paid, 
8 payable or promised or received or demanded directly or 


9 indirectly for transportation service, 


10 (1) "Minister" means the Minister of Transport. 

11 BS No person shall operate extraprovincial transpdrt 

2 in any province or provinces unless he holds a licence 

L issued to him under the authority of this Act as herein- 
after provided. 

a 4, No person shall operate extraprovincial trans- | 

15 port in contravention of the conditions of his licence. 

16 De In determining whether a licence is to be 


17 issued, the Provincial Transport Board, or the Joint 
18 ‘Transport Board, as the case may be, shall consider 


among other things: 


19 
{a) whether public necessity and convenience 
20 
require such a licence; 
21 ‘ 2 & 4 " 
(b) the fitness and financial ability of the 
22 ; 
applicant ; 
23 (c) whether existing extraprovineial transport 
24 previously licensed under this Acs or any other Act is 


6 such transport. 


6. (1) Subject to subsection 4, the a»rplication £ 


‘an interprovincial licence, extension or amendment shall 
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be made to the Provincial Transport Board of the province 
in which the applicant has its head office, in the case 
of a corporation, or residence in the case of an indi- 
dual, and such Provincial Transport Board shall notify th 
Provincial Transport Board of any other province or 
provinces affected by the application. 

(2) A member from each of the Provincial Trans- 
port Boards affected by the application shall together 
exercise the powers conferred upon any provincial board 
under this Act, and the representatives of such Boards 
shall together constitute the "Joint Transport Boarg" 
for the purpose of this Act with sole and exclusive Juris 
diction over the interprovincial transport in the prov- 
inces in or from which the representatives have been 
appointed or otherwise authorized to act. 

(3) In the event that the representatives 
Sitting jointly as provided in this section are unable 
to reach a majority decision with respect to an applica- 
tion, the applicant may apply to the Minister by way of 
appeal from the deadlock, and the decision of the Ministe 
shall be final. 

(4) In the event that the application does not 
affect the province in which the applicant has its head 
office or resides, as the case may be, the application 
8hall be made to the P-ovincial Transport Board of one 
of the affected provinces who shall notify the Provincial 
Transport Board of any other province or provinces affec- 
ted by the application. 
ic (1) Subject to subsection (2), the cnplication 


for an international transport licence, extension or 
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amendment, shall be made to the Provincial Transport 
Board of the province in which the applicant has its 
head office, if.a corporation, or where the applicant 
resides, if an individual, and such Provincial Transport 
Board shall exercise the powers conferred under this Act 
with respect to aich international application as to that 
portion of the internatioal transport undertaking within 
the province, 

(2) In the event that the application does 
not affect the province in which the applicant has its 
head office or resides, as the case may be, the applica- 
tion shall be made to the Provincial Transport Board of 
the province from which the applicant seekg to leave 
Canada on international transport. 

8. (1) The representatives of the Provincial 
Transport Beate sitting as a Joint Transport Board as 
provided in section 6 above, or the Provincial Transport 
Board sitting as provided in section ( » above, shall 
determine and approve the extensions, amendments, sus- 
pensions, cancellations or transfers of existing licences 
issued under this Act or changes in the share-ownership 
of the persons licensed herein, subject to the same 
considerations as are set forth in section 5 wherever 
applicable. 

(2) No licence shall be issued under this Act 
in respect of a commercial motor carrier service, owned, 
leased, controlled or operated by any person who is 
engaged in the transport of goods for hire or reward by 
means other than commercial vehicle unless the Provincial 


Transport Board or the Joint Transport Board is of the 
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opinion that it is in the public interest that such 


licence be issued. 
(3) No transfer of licence or change in share- 
ownership which may or will affect the control of incor-~ 
porated licencees, if the transfer or change in share- 
ownership results in control of the licencee by any 
person engaged in the transportation of goods for hire 
or reward by means other than commercial vehicle, shall 
be approved unless the Provincial Transport Board or the 
Joint Transport Board is of the opinion that it is in th 
public interest that such transfer or change be approved 
9. No person shall solicit by means of advertisin 
or otherwise, or undertake to arrange, extraprovincial 
transport unless the person by, for, or on behalf of who 
the extraprovincial transport is operated is licensed 
under this Act to perform the transportation that is th 
object of such advertising or undertaking in the province 
or provinces in or through which the transportation is 
or is to be undertaken. 
10, (1) Public hearing of an application or other 
pr oceeding shall be held by a Provincial Transport Board 
or a Joint Transport Board as the case may be, upon its 
own motion, or upon written request therefor by an appli 
can or person whose licence is under consideration, or } 
any other licensee under this Act, or by any user of 
extraprovincial transport havine, in the opinion of the 
Said Board, an interest therein, or by any association of 
Carriers or association whose members are use OL 


extraprovincial transport. 


(2) Public hearing shall be held at such times 
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and place as may be fixed by the Provincial Transport 
Board of the province in which the application is made, 
after consultation and agreement with other Provincial 
Transport Boards affected by the application as provided 
herein, 

(3) Emergency temporary authority to operate 
extraprovincial transport may be issued by the Provincia 
Transport Board to whom the application is made, without 
a public hearing, providing no other motor carrier ser- 
vice is available, No emergency temporary authority 
Shall be issued for a period exceeding 90 days. 
day (1) The members of the Provincial Transport 
Board, or the Joint Transport Board, as the case may be, 
Shall issue written reasons far the decision on any 
application or proceeding. 

(2) An appeal shall lie from the decision of 
the Provincial Transport Board or Joint Transport Board 
to the Court of Appeal of the province in which the app- 
lication is filed upon any question of jurisdiction or 
upon any question of law, but no such appeal lies unless 
leave to appeal is obtained from the said Court within 
one month of the making of the order or decision sought 
to be appealed from, or within such other time as the 
Court, under the special circumstances of the case, 
allows after notice to all parties, stating the grounds 
of appeal. 

12. (1) Every operator of extraprovincial transport 
shall file with the Provincial Transport Board of the 
province in which the cperator has its head office, if 


a corporation, or his residence, if an individual, the 
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the tariffs showing all the rates or charges for trans- 
portation, and all services incidental thereto to and 
from points to which extraprovincial transport service 
is provided, whether by the licencee or by arrangements 
with any other commercial vehicle transport. | 

(2) In the case of interprovincial transport, 
such tariffs shall also be filed with the Provincial 
Transport Board of each province into or through which 
the licencee is authorized to operate. if such addit- 
ional Provincial Transport Board wishes to adjust or 
alter such tariffs, it shall request a joint hearing wit 
the Provincial Transport Board with whom the tariff is 
filed, and a Joint Transport Board shall be convened to 
meet with the operator concerned in order to adjust or 
amend the said tariffs. In the event that the Joint 
Transport Board cannot agree by majority decision on 
the amendment or alterations, an appeal shall be had to 
the Minister from the deadlock and his decision shall be 
final. 

(3) Nothing herein shall require an operator 
to file tariffs of tolls in any province through which 
it operates without pickup or delivery services in that 
fe ovince,. 

13. Upon complaint by a licencee under this Act 

or by a shipper or receiver, or an association of li- 
céncees, or an association of shippers or receivers, or 
am association of carriers, or upon its own initiative, 
the Provincial Transport Board of any province into or 
through which the extraprovincial transport operates may 


request a joint hearing of Provincial Transport Boards 
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and at such joint hearing as provided herein they may 
amend, reject, suspend or disallow any tariff as filed 
herein. 
12m (1) No operator of extraprovincial transport 
shall, subject to the provisions of subsection (2), afte 
a date to be prescribed by the Provincial Transport Boar 
or Joint Transport Board, as the case may be, charge or 
demand or collect or receive a greater or different com- 
pensation for transportation or for any service incident at 
thereto other than the rate filed with the Provincial 
Transport Board, and no operator of extraprovincial tran - 
port shall refund or remit in any manner by any device, 
directly or indirectly or otherwise, any portion of the 
rates or charges so specified, or extend to any person 
any privilege or facilities for transportation except 
Such as are specified in its tariffs filed with the 
Provincial Transport Board. 

(2) Nothing herein contained shall prevent an 
operator of extraprovincial transport from making a 
competitive rate, less than its tariffs filed, in order 
to meet the competition of any person who is engaged in 
the transport of goods for hire or reward by means other 
than commercial vehicle and such competitive rate shall 
be filed with the Provincial Transport Board within 3 
days. ; 
15. No operator of extraprcevineial transport shall 
enter into any agreement with a shipper @ receiver, or 
m agent of shippers or receivers, under which such 
Shipper or receiver is required by the agreement to ship 
or receive more than 50 per cent of the goods of such 


Shipper or reesiver by such operator. 
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16; (1) In the exercise of its power to approve, 
suspend and disallow rates and charges for the transport - 
ation of goods, and the classifications, regulations and 
practices relating thereto, the Provincial Transport 
Board, or Joint Transport Boards, shall give due congid- 
eration, among other factors, to any inherent conditions 
ortransportation by commercial vehicles; to the effect 

of transportation costs upon the movement of traffic by 
the operator of the extraprovincial transport whose rates 
are under consideration by the said Board; to the need 

in the public interest of adequate and efficient trans-— 
portation service by such carriers at the lowest cost 
consistent with the furnishing of such service; ami to th 


need of revenue to enable an operator of extraprovincial 


ment in order to provide extraprovincial transport. 

(2) No carrier by commercial vehicle shall tran 
port interprovincial traffic unless its tariffs of tolls 
are filed as provided in sections 12 to 14 of this Act. 
kia Every person who knowingly demands, charges or 
accepts rates which differ from those on file shall be 
Suilty of an offence and shall be liable to a penalty 
of not less than $25.00 and not more than $100.00 on 
the first offence; $100.00 to $200.00 on the second 


offence; and $200.00 to $500.00 on subsequent offences. 


Ce 


° a oe yh. | +“ wy 4 2 4% - 2 ° 
18. The Governor in Council may pass regulations: 


(a) prescribing forms for use by licencees; 
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a ake aed 4 - $ Je 
(bo) prescribing fees for filing applications 


and tariffs and the oayment thereof: 


(c) prescribing terms and conditions applicable 
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2] generally to all licences issued under this Act; 


3 (d) prescribing returns, reports or statements 
4 to be filed; 

(e) prescribing rules md regulations of prac- 
: tice and procedure ; 
6 


(f) prescribing the classification or classi- 
7 fications of goods; 

8 (g) providing for the examination of books, 

9] records and documents of any licencee or any Shipper or 
10 receiver of goods by extraprovincial transport; 


(h) providing for filing insurance and guarante 


F bonds for the protection of the public or of the national 
F revenue ; 

(1) providing for the safe operation of extra- 
14 provincial transport; 

15 (Jj) providing for the exemption of the whole 


16 or any part of any extraprovincial transport from all or 
17 any provisions of this Act where exemptions exist under 


provineial laws for the transport of products of the far 3 


18 

19 forest, stream, lake, river or ocean, moving directly 
from the farm, forest, stream, lake, river or ocean; 

20 * 2 

(k) providing for the manner in which joint 

21 $ ee , ore ° 
hearings will be conducted; 

22 (1) providing for rules of carriage; 

23 (m) respecting any other matter necessary or 

24 advisable to carry ovs the intent and purnose of this Act 

25 and all transportatiom performed thereunder. 

06 19. (1) Subject to section 17, every person who 
Violates any provision of this Act or fails to comply 

* j ii j made by the Provincia 
With any written order cr direction made by tl 5 
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Transport Board or by the Joint Transport Board under the 
authority of this Act is Suilty of an offence and is 
liable on summary conviction to a fine of not more than 
$1,000 or to imprisonment for a term of one year, or to 
both fine and imprisonment. 

(2) The fine imposed under Subsection (1) 
shall be paid over by the magistrate or officer receiving 
it to the treasurer of the province in which it was 
imposed. 

20% (1) All licences issued under the Motor Vehicle 
Transport Act 2-3 Elizabeth II shall be deemed to have 
been issued under this Act. 

(2) The Motor Vehicle Transport Act 2-3 
Elizabeth II is repealed, 

Qa Now, Mr. Magee, the Order in Council, of 
which we hav heard this morning, among other matters, 
refers to the matter of other assets and earnings of 
railway companies: As a final section of your submis- 
Sion, will you give the views of the Canadian Trucking 
Associations on this matter, please? 

Ae The Order in Council directs the Com- 
mission to consider and report upon whether, and to what 
extent, the Railway Act should specify what assets and 
earnings of railway companies in businesses and invest- 
ments other than railways should be taken into account in 
establishing freight rates. 

This problem affects primarily the Canadian 
Pacific Railway Company. However, since the Canadian 
Pacific is used as the "yardstick" for decisions by the 


Board of Transport Commissioners as to the maximum 
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permissive levels of railway rates, the inclusion of 
"other assets" in the Setting of railway rates would 
affect the whole railway System in this country. 

The trucking industry's interest in this issue 
is much iréader than the competitive aspect of the 
problem, Canada's 'for hire! truck operators are also 
subject to rate regulations in four provinces and the 
income base for rate determination is of great potential 

interest to them. It is also understood that other 
transportation industries have the Same problem -- steam- 
ship lines operating docks and other facilities, airlines 
operating hotels or tourist lodges. Thus the Com- 
mission's ruling on the “other assets" problem is bound 
to have wide repercussions throughout the transportation 
System of this country. 

The position of Canadian Trucking Associations 
is that the inclusion of "other assets" is economically 
unsound and is bound to create serious dislocations in 
the investment policies of the firms affected. Also, 
in our opinion, the inclusion of “other assets" is in- 
consistent with the optimum allocation of investment res- 
ources and thus is against the public interest. (The 
effect of the inclusion of the income from “other assets" 
of the Canadian railways with the income from rail oper- 
ations for rate making purposes is fundamentally the same 
as the payment of a subsicy for rail operations and our 
objections to such a policy are based upon the same 
principles as our objections to a railway subsidy policy. 
In both cases the rate which shippers must pay for some 


railroad services will be artificially lowered so as to 
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fall below the level which the economies of railroad 
operation alone would justify. Society will be encour- 
aged to devote cepital and labour to @.service which 
might otherwise have been replaced by a more efficient 
competitive service.) 

Deciding what the “other assets" are presents 
serious analytical problems. If a very restrictive 
definition is adopted, anything not directly related to 
the provision of transportation services could be re- 
garded as “other assets", A restaurant concession or 
a cigarette vending machine at a terminal building could 
be regarded as a part of "income from other assets", 
Since, in theory at least, there is no reason for the 
railways themselves to operate terminal buildings (in 
fact the majority of airlines in this country do not 
operate their own terminal facilities). Such a restric- 
tive definition, whatever its theoretical advantages, 
is so much against the established traditions of railway 
organization that its adoption is not practicable, In 
practice, “other assets" are usually defined as assets 
not directly related to the transportation services and 
administered by more or less independent management units 
Another way of distinguishing this type of enterprise 
from the operation of a railway system as such is that 
its existence is not necessary for the performance of 
railway services. For example, if the railways provide 
a passenger service to A, then the existence of the 
terminal facilities at A, with the usual amenities, is 
essential to the continuation of such a service. On the 


other hand, the existence of a railway hotel today is not 
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2 essential to the provision of passenger services to the 


3 terminal (the situation might have been different at 


, Some other time in the railways! history, but not now.) 

: The existence of some of the "other assets" 
conrers an indirect benefit on the railway's operation. 

. For example, the existence of a railway liotel within eas 

7 access to the station provides an incentive to travel 

8 


by rail, and thus increases the number of railway 
9 passengers. The existence of mining properties may 


10 create extra traffic which helps towards a better 


1 utilization of railway lines, decreasing unit costs of 
? moving freight over these lines. Thus, in a number of 

cases, the very existence of "other assets" does improve 
7 the income situation of the railways; these benefits are 
14 


‘reflected in the financial position of the railways and 


15 thus exert some influence on establishment of the rate 


16 level. 
17 In our opinion, the inclusion of income from 
18 "other assets" would mean trying to reap the same benefits 
19 twice. 

The problem is, however, more complicated than 
¥ this. "Other assets" are business enterprises with their 
21 


own investment needs and requiring different types of 


= business policies. If, in the opinion of management, 
23 part of the income from these enterprises should be re- 
24 invested in the same businesses, would such re-investmen 
25 be allowed for the determination of the "net income from 
%6 other assets" or would it be debited against the rail- 

| ways? This problem is far from academic: To exist, 
d the modern business must re-invest a portion of its 
7) 
29 
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profits, otherwise it runs the risk of becoming starved 
of capital necessary for its efficient operations. 


The problem is brought into sharp focus by the 


fact that some of the enterprises may be classified as 
“public utilities" and may thus be subject to actual or 
potential rate regulation, The Canadian National Rail- 
ways and the Ganadian Pacific Railway Company operate 
their own telegraph systems, Although, when these 
facilities were established for the first time, there 
was a definite link between the railway and telegraph 
operations, this link is becoming less and less import- 
ant. In a number of countries, excellent telegraph 


facilities are provided jointly with telephone systems, 


or with the patal services, Whatever the actual 
method of operations -- and we do not Suggest any change 
in the present organization -- it is most important that 


the communication system of the country be efficiently 
operated and efficiently financed. If the income from 
telegraph operations was assigned to offset any losses 

-- or to increase low profits to an economical level -- 
it would mean that the telegraph operations would have to 
Subsidize the railways. It is difficult to see what 
benefits to the country would accrue fromthis arrange- 


ment -- why person whose interest in the railway ser- 


8¥) 


Vices is purely indirect should be called upon to sub- 
Sidize a shipper every time he sends a telegram. 

The case of the telegraph subsidiaries is the 
most obvious but the same reasoning applies to the 
investment in mining companies or hotels. Let us take 


ee pe ee ee a solid d Mining 
the example of a mining subsidiary Consolicated Mi 
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and Smelting Company. This company represents an 
important unit in the Canadian mining industry. it is 
of interest to the national economy that all our mining 
units be adequately financed and that they be efficient 
Competitors on the world market. It is not likely that 
Consolidated Mining and Smelting could continue to be an 
efficient producer if its income, instead of being 
partly re~invested. had to be Siphoned off to pay for a 
reduction in railway rates. In the long run, it mi ght 
even be proved that "cannibalization" of the mining 
interests would undermine the railway's cost situation 
because of the fall in traffic. 

It is a matter of legitimate controversy -- 
into which we do not propose to enter-- whether large 
firms should act as their own investment bankers and 
enter other fields of economic activity. This problem 
is, however, eomplevely dirferent from the problem of 
income from "other assets". If it is decided that no 
large company should establish subsidiaries in other 
industries, the proper way of dealing with the problem 
would be to order the railways to divest themselves of 
non-railway interests. As long, however, as they are 
allowed, as is any other large firm, to invest in other 
lines of activity, they should be treated in exactly the 
Same way as a telephone company operating an electrical 
engineering subsidiary, o°7 a power Supply company oper-= 
ating in any other field of business. 

The problem of considering "other assets" for 
rate making purposes can also be considered from the 


point of view of the rationale of rate regulations, It 
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is generally agreed that one of the reasons for rate 
regulation is the preservation of maximum stability in th 
general level of rates, consistent, of course, with other 
economic and political factors such ag prevention of 
monopolistic exploitation, discrimination, and economic 
soundness of the enterprise, A complete stabilization 
of rates is impossible because of such influences as 
changing cost levels, efficiency and traffie patterns. 
Nevertheless, the "stability of rates" factor indicates 
that the introduction of disturbing elements into the 
determination of the rate levels should be avoided, Th 
inclusion of the income from "other assets" would cer- 
tainly introduce such an element of instability. 
Generally speaking, Consolidated Mining and Smelting has 
been profitable in the past but its fortunes depend on 
the state of the demand for mining products on the world 
market. No guarantee can be given as to continuation of 
the present or past level of profits. Similarly, 
Canadian Pacific Air Lines have not had too profitable 

& past and one can speak with optimism but without com- 
plete assurance about the future profitability of this 
operation. if the income of Consolidated Mining and 
Smelting is added to the railway's income, and a loss -- 
assuming that there is one -- from Canadian Pacific Air 
Lines is deducted, what assurance is there that the net 
results of this addition would show a consistent profit? 
We have singled out two examples of industries with 
Strong "built-in" instability factors. TG) Wea lenwos 
assist in maintaining a stable level of railway rates if 


that rate level was dependent on the vagaries of the 
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international commodity markets or the high degree of ris 
inherent in air transport operations. 

It is common in some businesses to stabilize 
income from year to year by building up reserves in ab-~ 
normally good years to carry over the business in poor 
years, If the income from a profitable year's ODer = 
ations was used to subsidize the railway, it is only 
equitable that the railway should be called upon to 
stabilize the income of their subsidiaries in poor years, 
if accepted, such a scheme would result in a high degree 
of instability of railway rates -- directly opposed to 


one of the important principles of rate regulation. 


(Page 10790 follows) 
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in the revenue received from "other assets" is illustra- 
ted in the variations in the CPR's other income and the 
variations in the dividend rates of Consolidated 
Mining and Smelting Company of Canada: 
CPR'S OTHER REVENUE AND DIVIDEND RECORD 
OF CONSOLIDATED MINING AND SMELTING COMPANY OF 
CANADA 


Consolidated Mining and 
Smelting Co. of Canada 


Dividends Earnings CPR's "Other Income" 

year ($ per share ) 

1951 2.20 3.10 29. 343,635 

1952 1,65 2.00 22,651,715 

1953 -1.20 1.23 16,802,051 

1954. 1.35 1.50 17,835,319 

$955 1.75 OL 22,894,567 

1956 1.65 L203 30, 034,463 

1957 391.35 eas 23,441,276 

1958 0.80 0.86 13,408,712 

1959 460.80 dig Oe 12,677,752 
Source: Canadian Pacific Railway Company * 


Annual Reports, 1951 = 1959. 

The competitive aspect of the inclusion of income 
from"other assets" should also be considered. It is 

generally agreed that if the best system of competitive 

allocation of advantages is to be achieved, the advant- 

ages of enterprises should be restricted to the natural 
advantages of costs, including such potentially cost~ 
reducing factors as access to markets, better finan- 

cing arrangements, and the service aspect. It is clea 


that some of these advantages -- both costs and service 
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-- are the results of the size of an enterprise. How- 
ever, the introduction of Size advantages per se -- 
advantages of size not related to cost or service 
advantages -=- must result in imperfections due to purely 
monopolistic elements; a wealthier firm may, through 
cross-subsidization policies, bring down the level of 
rates artificially to eliminate or weaken its com- 
petitors., This danger is real fnougn without making 
statutory provisions which would force a firm with larger 
resources to undercut its competitors by using these 
resources -- and to do so against its own wish and 
against its own interest. 
The basic problem has much wider ramifica- 
tions than the position of the Canadian Pacific, im- 
portant as that position is. In the trucking industry 
itself we have firms with sizable Side interests. In 
some cases these non-transport interests may be much 
larger than the trucking part of an overall enterprise, 
If the principle of subsidization of rates from "other 
income" is adopted -- and that is what taking "other 
assets" into account for establishing the rate base 
amounts to =-- these firms may also be forced into the 
Same position of lowering their rates on the basis of 
the existence of other resources. Complete chaos in mam 


Sections of the trucking industry would be the result of 
such a policy. 
Mr. Magee, will you please complete 


Q ° Now, 


your submission of Canadian Trucking Associations with 


a brief review of the trucking industry's position? 
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A. We have attempted in this submission to 
provide the Commission with a dynamic view of the 
Canadian trucking industry and an analysis of the 
major problems which confront it. 

We have reviewed the growth and changing 
structure of the industry and its ability to compete for 
an increasing portion of the Canadian transport market, 
We have demonstrated the impact of truck competition on 
railway freight rates, With regard to the freight rate 
problem, we have analysed the trends which are now 
apparent regionally and which will continue to ameliorat 
this problem if the natural forces of competition and 
industry growth are not harnessed or inhibited un- 
naturally. 

We have not denied that some regional inequi- 
ties may exist in the freight rate structure and may 
require corrective action of a nature other than com- 
petition. We have urged the Commission not to recom- 
mend policies which will discourage competition, and 
we hav? commented on policies which we believe have had 
this effect. Our argument is that transportation 
policy in Canada, while it must give full recognition 
to the problem of the railways, must not be synonymous 
with a railway policy; there should not be assigned to 
the railways any "chosen instrument! role. The best 
interests of Canada require that past and future 
transport policies be reviewed in terms of 1960, not 
in terms of dates and occurrences of the past, wnich 


are now transportation history. 
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The problem of whether rail “other income" 
should be included in setting freight rates igs one 
which is fundamental to the proper allocation of this 
country's transportation resources, We have presented 
theoretical and practical arguments for its exclusion 
from the determination of freight rates, 

We have discussed extra-provincial truck 
control and we have Proposed repeal of the Motor Vehicle 
Transport Act and its replacement with entirely new 
legislation designed to Overcome existing problems in 
the system of federal control by provincial boards, 

The problems presented by agreed enarges, com- 
petitive rates, piggyback, and railway entry into the 
trucking field have a common basis in their effect 
upon competition within our industry. In each case 
Our concern is to preserve the competitive environment 
which has produced the significant progress made by the 
railroad and trucking industries during the past fifteen 
years. Toe recommendations we have made for dealing 
with these issues are designed solely to preserve com- 
petition, 

Our recommendations as to the solution of 
these problems may be summarized 2s follows: 

d. Agreed charges -- as a safeguard against 

use of railway agreed charges as a means of 

eliminating competition we have proposed 

that there be a statutory limitation of a 

maximum of 50 per cent of the traffic 


which can be tied exciusively to the railways 
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im any agreed charge, the shipper being free 
A LO consign more than 50 per cent of his traf - 
‘ tle by rail if he prefers to do so, eenave 
proposed that there should be a SiLentiior 
appeal to the Minister of Transport, for 


7 the purpose of obtaining an investigation 


3 of an agreed charge by the Board of Transport 


toners, for truck operators competing 
with the railways and that the public inter- 
est and the compensatory nature of the agreed 
Ciarge pates should be the Board's considera- 
tions in making its investigation. 

Adn, Competitive rates -- to prevent the creation 

15 of actual or potential monopoly by means of 

€ 
rate reductions below the compensatory revel, 


or to @ level which will eliminate competi- 


tion, we have recommended that the Railway 

Act be amended to provide for a right of 

appeal by trucking associations to the Board 
of Transport Commissioners. 

nh & Oe Piggyback == to ensure the stapiaie of the 
trucking industry during the period of piggy- 
back development, we have recommended that 
the problem of control and regulation of piggy- 
back services should be carefully considered 


i] 


by the Commission and we have stated the 


on which we believe this con- 
sideration should be based. 


iv. Railway entry into highway transport -- to 
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prevent the creation of actual or potential 

monopoly in Canadian transportation by 

means of railway acquisitions of trucking 

firms or by the acquisition of operating 

rights, we have recommended that neither 

type of entry into the trucking field be 

permitted unless the appropriate regulatory 

authority considers that the acquisition or 
establishment of highway transport service 

by the railway is in the public interest. 

We thank the Commission for the opportunity 
of presenting the Canadian trucking industry's views and 
recommendations and for the edugieesation and courtesy 
which has been extended to our representatives throughout 
the inquiry. We trust that our submission will be of 
‘assistance to the Commission, Canadian Trucking Asso- 
clations will be pleased to extend any further assis- 
tance or cooperation, as the Commission may require. 

All of which is respectfully submitted. 

Q. Mr. Chairman, if you would just like us 
to finish, I would like to say that I would request that 
Appendix A be taken into the record without being read, 
it being self-explanatory, and we hope it will be of 
Some assistance. In that connection, if those within 
the sound of my voice will turn to Charts A-5 and 6, I 
will ask you to be good enough to insert percentages 
which were inadvertently left out on the left hand 
column, On A-5 the first percentage opposite the first 
little tick should be 10, 20, 30. Similarly on page -- 


no, that is the only one. 
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1 
Appendix "A" 
2 
3 1” General: In order to supplement the infor- 


4 mation derived from the published statistical data, 


5 Canadian Trucking Associations conducted a special sur- 
6 vey of trucking companies by means of a limited number 
, of "depth interviews" Supplemented by a questionnaire 


8 circulated within the industry. The purpose of the 
9 questionnaire was to establish the basic factors which 


10 determine the economics of operation of highway 


11 transport enterprises. 
12 2" At the beginning of the survey, an independent 
13 economist, retained by Canadian Trucking Associations 


14 especially for this project, visited:the head offices of 
% 


15 a small number of trucking companies and conducted 

16 extensive interviews with the companies! executive 

17 officers. The interviews normally lasted one day 

18 each and were conducted according to a predetermined plan; 
19 the discussions of the economic problems facing the 

20 company were held in an atmosphere of complete frank- 

1 ness and confidential company data were made available 

22 to analyse the problems discussed. These problems 


23 were; 


24 ‘ap Growth of the company and the changes 

25 necessitated by the growth; 

26 ng Basic cost determinants; 

27 1 ol ll Service provided to the shippers and the 
28 competitive situation; 

09 | iv. Other factors which may influence the in- 


d | dustry's growth and operational or 
| 
| 


| A ebepesss fn i re tae On IH vie 

-ro'ind ond tremefqqua oF Teb1O nT eae . 
stab (sottettate bedutidug sat mor? saventh'a ES, 

-tye Istosqs & betoubmoo enotdstoogaA gntdowiT ae 

nedmun betimtl 8 Yo enssin- vw asthegmoo gntiourd to 


ertsnnoltteoup 8 yd batnomeiqque “ewotvisdat atest 
Sit to esoqgtug ent  yrtenbnl- odd ntntiw betsivot. 


Hotriw erotoet otead ont datidstss oF saw ortsnnoltes: 


yawigtt to aotsareqo to eotmonose sd2 snterretsh 


.aseliqredae jroqenstt | 


gasbreqebnt as .yovre sit to gitantged ond $A 


anotigstooasA snistourT nalbansd yd benketo* _telmonos 


%o asoltto bHser pl bediatv .dostota atntd sol ylistos 


boacou bros bet gsinsqmoo untwvouts lo  edmwA vail 


aviguoexs ‘astnsqhos Sait ditw aweiviesal avisneds 


yah eno betast yfisarion awesivisdnl sAT -areské 


siq bentmretsberq 8 OF getbto00s Dsjoubnos erew DAs 


ar 


edt gntost ameldorg olmosioos sit to ancofaxuostb’$ 


-Mnert steigmog lo sreriqsomas 18 nt bled sasw ys 


efdeltevs sham e1ow sosb ynsgmoo L[afsnebiitnoo brs 8 


gnta{dorg sueniT .beeensath eme{dotg ond eeylsna t 


esgnsio ed Aas yasquoo sit to Atword 


:dworg: ont Yd ‘bedatteasoen 
padaantmrsseb $n05 olasé 
edz bas atoqaice aa ot bebiyotg sotvise 


faaxsaiet évidtasgaee 


ent ocd odnsdiiak yam doldw exstost Senge? a *. 
; om 63! 7 =—s 


: : 
old. “ bre > : 7 : " : eb 
= i we a | y, 7 ¥ 
- ° ‘ a! ia 


ANGUS, STONEHOUSE & CO, LTD. Magee, dir 10797 


TORONTO, ONTARIO 


(Hume ) 


organizational changes, 

or, The results of these interviews were tabu- 
lated and compared with extensive data relating to 
trucking operations in the United States, and general 
hypotheses were formulated which then were tested 
against a wider experience of otner companies by means 
of questionnaires, In order to assure a strictly con- 
fidential treatment, the individual replies were 
analysed completely independent of the Association f 
office and no officer or member of the Association staff 
had access to them, | 
4, The response to the questionnaire can be 
regarded as satisfactory, the respondents ranging from 
small owner-operator businesses to multi-million dollar 
companies, At the time of the preparation of this report 
it is expected that a few more replies will be forth- 
coming, These replies will be tabulated, and if as 

a result of these late entries, the information pre- 
sented here should prove in need of a revision, Canadian 
Trucking Associations will file this supplementary 
information with the Commission. 

ae This cart cas survey is the first of its 

kind in the industry and like all the pioneer efforts 

can claim neither perfection nor finality. Neverthe- 
less, it is hoped that it will contribute towards a 

better understanding of the economics of the trucking 
industry and that it will be of assistance to the 


Commission, 


The questionnaires were prepared both in 
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French and in English. The questions asked can be 
grouped for summary purposes in the following way: 
: General description of the size and nature 
of the company's operations; 
2 ee Cost and traffic data; 
a tS i BA Pattern of growth; 
Lye Competitive situation, 
In addition, general questions on the economics of size 
and efficiency were asked; these questions were for- 
mulated as "statements of Opinions" and carriers! 
comments were invited, 
Fs Most of the questions were answered satis- 
factorily and, with one exception, all of the replies 
were either wholly or partially usable, 
COVERAGE 
Sr The distribution of responses by geographical 


regions was as follows: 


Region Percentage of the Sample 
Maritimes tg 
Quebec 32 
Ontario 14 
Prairies a 
British Columbia yO F 
Interprovincial and 
international ee! 
100 
Note: "Alloeation" of carriers to a particular 


province or region was made entirely on the basis of 
routes, and was not based on the location of the 


head office; carriers operating, for example, between 


ed seo bees anolvaonp oaT - get 
yaw antwoffo? edd mt sacinlsiboceiaidl sot £ 
orden bas este sat to nottqinessb Lstened tne 
eanetderago enynsgmos eft Io 7 - 
:stab ofttsetd bas teod si te 
prtdworg 40 nrettet Abe 
nottsutiea evitidegtiod — ~°.v! 


aste yo eotmonoos sid mo enotseoup [evensg .notdibbe m1 — 


(0% Stow gnoideeup oes ibenes onew yonetoltts is | 


'anelTts9 bas "“etoimigo to ghasiinat 6B bedalim 
eee stow etommoe : 


~gidss hberewens 9%Ow anokteoup ont to: 380M Af 


-agiiqey odd to ifs — eno itiw »bas ylrsotost — 


. sidsew eitetiieq 10 Yllorw rerntle orew 
QOAREVOD s 
| 


Caotigsrgosg yd ssanoegact Sd nottudiytatb esr © rt. oe 
, 


rawollot eB d's anolyget 


algquse eft Jo egssnsoust tro tpert e 
y ; deena duet Loven 
a pede 

| £1 olysin0 

| tL . eslailstTi 
@Eh pidmuloo datsint 


_ 5s Istonivorgredsal 
c3 {snoitsmiesit 


oof 


tsfuottrse 8 ot eisiyaso. to "nosdsooLLA” : . 
j _ _. 


| to ated on no xvaine sbom eaw cozger Te 90 


Deane ia 
edd: 0 noigsool of3 mo Bb ¥ 
: a - or Ps - vo dune 


7. ects 


ANGUS, STONEHOUSE @ co. LTO, Tee ; dir 10799 
Quebec and Ontario were classified ag interprovincial, 
and not as Ontario or Quebec carriers; this explains 
the relatively small percentage of carriers classified 
under "Ontario", 

This tabulation indicates that from the geo- 
graphical point of view the sample was reasonably repre- 
sentative. 

Oe Further analysis indicated that the most 
meaningful grouping from the point of view of homo- 
geneity of the results is the grouping by size and type 
of traffic carried (bulk vs. general traffic carriers), 
si Approximately 15 per cent of the replies 

were received from specialized bulk carriers, the rest 
from carriers of general traffic. 

Lé The distribution of the general traffic 
carriers by size is summarized in the table below: 

Group Range of Annual Gross Traffic % of the Sample 


Revenues 
nA Gio? Ret) 


A less than $500,000 25 
B $501,000 - 1,000,000 22 
C $1,001,000 - 2,000,000 14 
D over $2,000, 000 25 
36 
Bulk Carriers _i4 
Total 100 

13 We have reason to believe that in terms of the 


revenues the sample covers at least 15 per cent of the 
industry's output. It appears that the sample shows a 


moderate bias, somewhat over-representing the large firms}, 
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According to the Dominion Bureau of Statistics publicati 
Motor Carriers, Freight, 1957,carriers with gross annual 
revenues over $500,000 account for 68 per cent of the 
total revenues of all reporting carriers, Allowing for 
the growth of individual firms, and the consequent 
increase of the larger carriers' share in the industry's 
Output, it can be estimated that carriers with gross 
annual revenues of over $500,000 should account for some 
76 per cent of the industry's total in 1959, which com- 
pares witn 88 per cent in the Canadian Trucking 
Associations' sample, As the results obtained from 
the survey are analysed by groups, this bias does not 
produce any significant distortions, 


ASSESSMENT OF THE RESULTS: THE FUNCTIONAL 
RELATIONSHIPS 


14 The main contribution of this sample study is 
a systematic collection of opinions from within the 
industry and the testing of these opinions against ob- 
Jécetive measurements and principles of economic analysis, 
15 From this study certain quantitative results 
have been derived, Because of the nature of the indus- 
try and the inherent limitations of any sample of this 
nature, these results in themselves are merely a geneval 
indicator of trends and basic relationships and are not 
to be regarded as precise measurements of ‘kak oma 
relationships in the trucking industry. 

16 Accordingly, the results are presented here 

in terms of generalized trend lines, derived not only 
from statistical data obtained from the sample but 


Supplemented by informed opinions and evaluations 
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which were not always available from the sample in 

any unequivocal form. We hope that by adopting this ? 

method a more meaningful set of results has been pro- | 

duced, | | 

ro: The graphs presented here contain the exposi- 

tion of the data derived from the sample study and 

they form an integral part of the formulation of the 


results. i 


Graph No, 1 
AVERAGE LENGTH OF HAUL 
AND 
TERMINAL AND PICK-UP AND DELIVERY COSTS 


(As Percentage of Annual Gross Traffic Revenues 
versus Size )*. | 


Explanations of Abbreviations: 


P&D - Pick-up and Delivery 
AGTR - Annual Gross Traffic Revenues 


(a) Average Haul vs. Carrier Size 

ine The solid curve indicates the relationship 
between the size of the firm and the length of haul. 
It appears that longer haul is functionally related to 
the larger size of the enterprise. 

19. These results can be tested against the 


response to the question: 


"Do you agree that large scale of operations 
is needed for providing long haul services?" 


20. Eighty per cent (80%@) of long haul operators 
answered "yes" without any reservations; the remaining 
ones agreed, but qualified their agreement by noting 

the necessity of a better directional traffic balance 


and capacity utilization, One qualifying answer is 


* Only general traffic carriers are considered here, 
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reproduced below as an illustration of the problems in- 
volved" 
"Equipment utilization improves with 
longer haul only when properly controlled; few 
trucking companies in Canada can boast that. 
One other factor is that provincial regulations 
vary to the extent where interprovincial truckers 
are subjected to unfair and almost ridiculous 
penalties, What is acceptable in one province 
may be regarded as a violation in the other, 
Would agree that utilization of equipment 
improves with the longer haul and the size of 
firm only after provincial uniformity and con- 
trolled rates are put in effect," 


(>) Terminal and Pick-up and Delivery Costs as 
Percentage of Annual Gross Traffic Revenues 


ele The broken curve indicates the relationship 
between the size of the firm and the behaviour of the 
pick-up and delivery costs. It appears that terminal 
costs expressed as a percentage of revenues increase 
with the size of cperations. The explanations of 
this phenomenon are; . 
ie Larger equipment used on long haul and high 
density routes requires more careful loading, 
scheduling of pick-up and delivery and sub- 
sequently more extensive supporting organiza- 
tion. 
ii, Scheduled regular service brings about a 
situation where higher quality of service 


necessarily causes an increase in terminal 
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ANOS. Romeiterowrinio’ aces dir 10803 | 
and pick-up and delivery costs, 
233 24 Oe Higher percentage of terminal costs also mean 
lower percentage of other operating costs; 
in other words, the overall efficiency of 
organization requires strengthening of over- 
nead services, 
ees The results presented in this Zraph must be 
qualified in the following way: it is eae unlikely that 
the terminal and pick-up and delivery costs curve 
would climb indefinitely with the increase in size 
of the firm. On the contrary, there is ‘some evidence 
that this curve would flatten or even decline with 
further size increases; nowever, the limitations of 
the size of the sample make it impossible to determine 
the point at which this would happen. 
Eo. The following qualitative information relating 
to size and efficiency problems has been received from 
the questionnaire survey: 
o Answering the question: 
"Do you agree that equipment utilization 
improves with the size of the firm?" 
Every carrier who expressei his vie off the subject 
agreéd that equipment utilization improves with 
size. 
ct Since terminal costs can be kept at a 
reasonable level through mechanization of 
terminal operations, a question was asked 
regarding the minimum size justifying the 


mechanization of terminal operations. 
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Eighty per cent (80%) of carriers who 
answered this question agreed that the minimum 
size is between 30-50 tons of traffic per day, 
The remaining carriers named considerably | 
higher figures (100 tons per day or more), 
Illustrative answers are reproduced below: 

"30-50 tons per day hardly sufficient 

to machanize terminal facilities, 

would suggest 100 tons or over would 

be required. Many firms not yet 

reached this size." 

"I would agree with 30-50 tons per day 

range to the extent that growth of 

traffic tends to lower costs of 

terminal handling per unit," 

"30-50 tons of freight per day depends 

on the size of terminal (nature of a 

terminal? ). A small narrow dock 


terminal can be very efficient," 


LAND AND BUILDINGS AS PERCENTAGE OF TOTAL ASSET 
AND 
ADMINISTRATION AND SALES EXPENSES AS PERCENTAGE 
OF ANNUAL GROSS REVENUE VERSUS SIZE 
(Only general traffic, carriers are 
considered here ) 


Explanations of Abbreviations: 
IE Sa? ERS 
T&B ~ Land and Buildings 
4%S ~ Administration and Sales 
24, The solid line indicates the relationship 


between the size of the firm and the value of land and 


buildings (expressed as a percentage of total assets). 
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The broken line indicates the relationship between the 
size of the firm and administrative and sales expenses 
(as expressed as a percentage of annual gross traffic 
revenues ), | 
25, | Both lines show a typical U-shape, Tuey 
indicate a degree of under-utilization of capital and 
administrative overheads below the $1,000,000 - 
$2,000,000 size range; in the higher size ranges they 
indicate the need for larger investments or adminis- 
trative superstructure to allow for greater complexity 
of a large size business as well as to take care of 
the needs of service of nigher quality, mentioned in the 
discussions of Graph No. 1 
26. This analysis of administrative and sales 
costs was checked against the answers to the question: 
"At what size of operation can the most efficient 
office and terminal handling methods be intro- 
duced." 
Sixty per cent (60%) of the carriers replying 
to this question expressed the opinion that 
the minimum required business volume to jastiey 
the introduction of the most efficient office 
methods is $3,000,000 per year; 20% mentioned : 
lower ranges (from #1,500,000 - $2,000,000) 
20% disagreed with eny minimum size level, 
stating that even ct a relatively low level of 
traffic volume considerable efficiency can : 
be achieved, altnough not necessarily through 


mecnanization. 
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Graph No. 3 


REVENUE PER EMPLOYEE 
AND 
AVERAGE RATIO OF DIRECT TO TOTAL EMPLOYMENT 
VERSUS SIZE 


Explanation of Abbreviations: 


EMP. - Employment 
REV - Revenue 
DIR/TOT - Direct to total employment 


(number of direct to total 

number of employees ) 
2s | Two sets of lines are drawn representing 
the experience of bulk operators and general traffic 
carriers relating to the revenue per employee vs. 
size relationship. (Revenue per employee is used 
as an index of output.') Ratios of direct to total 
employment for bulk and general traffic carriers are 
indicated in the right hand portiond the graph. 
28. It is interesting to note that no direct 
relationship between the size and the ratio of indirect 
to total employment could be established from the 
sample (presumably due to the peculiarities of the 
sample), and this is the reason why only the average 
ratios were used. 
29. On the other hand, it is interesting to 
observe that the large establishments, although faced 
with inherently higher administrative, sales and 
terminal expenses, show a revenue per employee only 
slightly lower than the smaller firms. 
a0. Bulk carriers show both higher revenue per 


employee and a higher ratio of direct to total employee 
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than the general traffic carriers; this, of course, is 
due to a much lower level of terminal costs and administral- 


e 


tive and sales expenses inherent in this type of operatio 


Graph No, 4 
REVENUE TO ASSETS RATIO 
VERSUS SIZE 
FOR BULK AND GENERAT, CARRIERS 
Ls Two lines were drawn for bulk and general traffile 
carriers indicating how their experience differs, The 
solid line represents the experience of general traffic 
earriers, The broken line represents similar data 
relating to bulk carriers. 
Ses It appears that in the size range around 
$1,000,000 - $2,000,000 of annual gross traffie revenue 
a relatively intensive utilization of fixed assets is 
achieved. Further growth requires additions to fixed 
equipment. 


GENERAL COMMENTS ON SIZ AND 
EFFICIENCY INDICATORS 


33,. It is clear that no single set of ratios 

by itself can indicate tne optimum (maximum efficiency) 
size of operations. It is important to bear in mind 
that under different circumstances -- different route 
patverns, size of cities served, type of traffic carried, 
Quality and type of service required, etc. -- there 

exist different optimum sizes of trucking firms. 

34. The data analysed and the opinions of the 
Operators indicate that improvement of efficiency may 


be achieved in any size group. 
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35. Nevertheless, there exist "danger areas 
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development pattern of trucking firms; these danger areas 
exist if the growth in size requires a temporary, faster 
build-up of fixed assets than the rate of traffic 

growth; in such a situation further growth leads to 
higher efficiency through improvement in the assets! 
utilization, Also, a substantial loss of traffic may 
force a firm into a Sub-optimum situation, 

36. It is clear, however, that two fundamental 
generalizations can be firmly established on the basis 

of the facts analysed: 

a There is a functional relationship between 
the size of the firm and the length of haul; 

7 General traffic carriers are bound to have 
higher unit costs of operation than bulk car- 
riers. 

CONCENTRATION OF BUSINESS 
Sie The problem of concentration of the carriers! 
business among a small group of customers is important 
for the following reasons: 

° The number of customers and the size of 
accounts affects tne sales and administration 
costs of the carrier; the greater the number 
of small accounts, the higher the costs. 

=o The concentration of a large proportion of 
the carrier's business makes him more vulnerabl 
if he loses the accounts which represent a 
large percentage of his revenues, 

dy A relatively small number of accounts allows 


the carrier to provide services specially 
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adjusted to his customers! needs, 


REVENUE PER CUSTOMER 
VERSUS SIZE FOR GENERAL AND BULK CARRIERS 


38, Bulk and general traffic carriers appear to 
show two opposite tendencies, 

39. With the growth in size, specialized bulk 
carriers appear to be more able to attract additional 
business from relatively small accounts. On the other 
hand, general traffic carriers seem to be more able 

to handle large accounts than the smaller firms, 


4O, Special attention should be given to the 


fact that in the curves drawn, different vertical scales 
are used, Revenues per customer of bulk carriers are 
considerably higher than those of the general traffic 
carrier, and, therefore, the vertical scale adopted 

for them is ten times greater, 

Ki, An interesting phenomenon is illustrated by 
the fall in the average revenue per customer of general 
carriers in the size rance of around $500,000 annual 
gross traffic revenue. This confirms the generaliza- 
tion often expressed about the development pattern of 
trucking firms: a firm starts as a small carrier serving 
a few customers, then it becomes a true common carrier 
for the locality, serving a great number of small 
customers, and, later on, with further growth, it is 
able to add a number of really large accounts, and to 


e. 
serve larger customers on a regional or national scal 
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Graph No. 6 


FIVE LARGEST CUSTOMERS VERSUS SIZE, 
BULK AND GENERAI, TRAFFIC CARRIERS 


42, This graph represents the relative importance 
for bulk and general traffic carriers of a few (5) 
of the largest accounts. These accounts hold a 
strategic position as far as the carriers' total busi- 
ness is concerned, 
43, Two basic inferences may be drawn from the 
facts presented in this diagram: 
aed In view of the importance of individual 
customers, even for very large firms, the 
trucking companies must -- and do -- 
provide highly personalized service, 
feds, The companies are vulnerable to the making 
of agreed charges aimed at switching the 
large customers! business from the highways 
to the railways. Bulk carriers appear to 
be specially vulnerable in this respect. 
COMPETITIVE SITUATION 
Ku. The table below summarizes the replies to the 
questionnaire relating to the source, degree and the 


intensity of competition experienced by trucking firms. 
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COMPETITIVE SITUATION 


Degree and Form of Competition by Source 


3 and Intensity of Competition 
3 Percentage of Replies by 
5 Groups* Total 
a ea 
A B iC D 
*] (a) 
DEGREE & SOURCE OF 
"| COMPETITION 
source Degree 
Other truck moderate 22 17 67 0 25 
9 firms strong AS 83 33 28 46 
10 very strong 33 e) 1) fe 29 
Railways moderate 79 O 50 14 ho 
il strong el 33 @) 14 14 
12 very strong 11 67 50 72 26 
FORM AND SOURCE OF 
14 COMPETITION 
Source Form 
Other truck rate 67 67 33) 260 68 
firms service AS 50 33 43 43 
Uv Railways rate 89 83 85 100 89 
service 22 a O fe) ie 
18 i) 
19 CHANGES IN THE INTENSITY OF COMPETITION DURING 
THE LAST FIVE YEARS 
20 ——— 
gj) (all sources) increase GP NO GCeR Sot JURGG 36 
no increase 33 0 15 0 14 
my (a) | 
23 DIFFICULTIES EXPERIENCED BECAUSE OF AGREED CHARGES 
67 67 100 {2 a: 
24 
* Groups: A - Annual Gross Traffic Revenue of 
“a less than $500.00 
| B - A.G.T.R. $501,000 - $1,000, 000 
e C - A.G.T.R. $1,001,000 - $2,000,000 
27 D - A.G.T.R. over $2,000, 000 
9g/ 45 This table reveals that the trucking industry 
+ ° 
29] Not only competes with the railways but that it is als 


| 
} 
’ 
| highly competitive within itself. It is especially 
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interesting that the largest trucking firms experience 
a very high degree of competition, Therefore, it may 
be deduced that the growth in size of individual 
trucking enterprises does not reduce the intensity of 
competition, but, in some respects may even increase 
it. Fears Shee a monopolistic situation may arise from 
within the trucking industry because of the growth of 
individual firms appear to be contradicted by experience 
MR. HUME: The next thing I should like to 
say is, the present Motor Vehicle Transport Act is 
reproduced for the assistance of the Commission as 
Exhibit B. Before presenting my case in chief I 
would like to ask Mr. Magee to read into the record 
a statement of national transportation policy of 
Canadian Trucking Associations, 
A, I should explain that this statement of 
our national transportation policy is derivative and 


will be recognized by many in this room as bearing 


_ Some resemblance to the national transportation policy 


, Of the United States, but it has been adjusted to 


Canadian conditions as we feel they should exist for 
transportation. 

National Transportation Policy for Canada, 

The Canadian Trucking Associations strongly 
recommends the adoption of a national transportation 
policy jn the public interest to provide for fair and 
impartiey regulation of all agencies of transportation, 
so ea as to recognize and preserve the 


inherent advantages of each; to promote safe, adequate, 
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economical and efficient service and foster sound 
economic conditions in transportation; to encourage 

the establishment and maintenance of reasonable charges 
for transportation services, without unjust disoniginas 
tion, under preferences or advantages, or unfair or 
destructive competitive practices; to cooperate with 
the provinces and the duly authorized officials there- 
of; all to the end of developing and preserving a. 
national transportation System by water, highway, rail, 
air and pipe line, as well as other means, adequate 

to meet the needs of Canada. The relevant provisions 
of all legislation should be amended, administered and 
enforced with a view to carrying out this statement 

of policy. 


THE CHAIRMAN: We will have a recess now. 


---Short recess, 
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THE CHAIRMAN : Order, please, 

I wonder, Mr, Hume, if you would speak to this 
matter of Mr. Sinclair's mS 20 elock, 

) MR. HUME: Yes, sir, 

THE CHAIRMAN; So that we can then consider 
the matter as a Commission and rule tomorrow morning. 

MR. HUME: Yes, sir, I would be glad to. 

THE CHAIRMAN: Mr. Cooper? 


CROSS-EXAMINATION BY MR, COOPER: 


Q. Mr. Magee, in my questions I will be 
referring to your submission rather than to the tré@ns- 
cript of evidence, 

MR. MAGEE: Yes, Mr. Cooper. 

Q. Would you, for the benefit of the 
Commission, Mr. Magee, describe briefly the work carried 
on by the Canadian Trucking Associations? 

MR. MAGEE: Yes. The Association deals with 
the federal government on behalf of the trucking industry 
across Canada, and normally confines its activities to 
that of federal legislation or some type of federal 
regulation which might confront the trucking industry. 
That is our role in the legislative sphere. We also 
carry on public information activities on behalf of the 
trucking industry, and participate and co-operate in 
certain public-spirited activities, such as the Institute 
of Traffic and Transport, which Mr. Gracey described the 
other day, of which we are a founder member along with 


of transport. 


the railways and many other forms 


We have another important function whieh is 
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2| perhaps of assistance to this Commission and government 
3] departments, and that is the bringing into harmony of th 
4| regional viewpoints of the trucking industry which some- 


times arise because of the fact that the basic organiz- 


5 

At ation of the industry is that of autonomous provincial 
trucking associations, and we are really a provincial 

: associations, and that is a major part of our responsib- 

: ilities, Usually we Succeed; sometimes we don't. 

9 Q. As I understand, the Associations is 


10 appearing before this Commission to present the views 


i] of the for-hire trucking association only? 


12 MR. MAGEE: That is correct, 
13 Q. If matters concerning trucking have to 
be dealt with at the provincial legislative level, who 
r carries whatever work might be necessary in that connec- 
“4 tion? - the provincial associations does or does your 
16] association do any part in such activities? 
17 MR. MAGEE: Normally that is carried on 


18| entirely by the provincial associations. Ir. Goodman, 
19 Who is here, is the general manager of the Automotive 


Transport Association of Ontario, and his association 


20 
handles all intraprovincial problems of the Ontario 
ai 3 
trucking industry in the province. 
22 ~ 
Qe Do you and your association publish any 
23 


annual report or other publications which might be 

a4 ma de available to the Commission which would assist them 
| in their work? 

J MR. MAGEE: Yes, we publish the proceedings 
9;| Of our annual meeting, which are certainly available to 


the Commission. We publish regular bulletin service to 
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our members in which we clarify problems that have arisen 
in Ottawa to the best of our ability, and sometimes 
correct misunderstandings among our own members ag to 
exactly what is happening. We issue, deliver lectures 
in universities in company with the railways and other 
transportation interests at transportation courses and 
make submissions to parliamentary committees when the 
necessity arises, and we do many other things, and such 
information which may be ot assistance is available to th 
Commission. 

Q. I turn to page 2.1 of the submission and 
the sentence which reads: 

"Furthermore, almost any action of the government 
which affects one of the competitive transport 
industries is bound to affect other industries 
providing identical, similar or even dissimilar 
transport services." 

The paragraph from which I have read that 
sentence opens with a reference to the transportation 
industry being affected, to a very large degree, by 
government policies resulting in direct of indirect sub- 
Bidization, regulation, om taxation 
your association given any consideration as to 
Whether or not there shovld be brourht into being an 
over~all planning and advisory boar’ or authority dealing 
With all media of trencportatien? I am not now talking 
necessarily of control of vates or anything of that sors, 
but a planning and advisory board over all means of 
transportation in the industry in Genada? 


MR. MAGEE: No, we haven't, Mr. Cooper. We 
2 eed © . 
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were interested to notice a proposal along those lines 
in the submission of the Manitoba government, and we 
have given some thought to it, but we have not taken 
any position on it. 

| Q. You are not prepared to state at this 
time, then, whether or not the associations would be 
in favour or against the establishment of such a board 
as I have suggested? 

MR. MAGEE: No, we have no position on it. 

There is a question in our minds as to whether the 
function is not fulfilled at the present time by the 
economic policy branch of the Department of Transport, 
That is a branch of the Department which, from our 
experience, in dealing with it, is constantly reviewing 
all types of transpa' tation problems, and in the last 
few years particularly has certainly shown an interest 
in being informed of the developments and growth in the 


trucking industry and some of. the problems that we encoun 


ter, 


Q@. In paragraph 2 on the same page, 2.1, you 
State: 
"Transport industries in this country are both 
complementary and competitive. Certain types of 
traffic are more suited to one mode of transport 
than another. Om the other hand, there are types 
of traffic for which two or more transport indus- 
tries compete." 
Can you give examples of types of traffic and 
modes of transport suited to them which you have in mind 


in making this statement? 
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MR. MAGEE: Well, I would think that ore and 
grain are types of traffic which are more suited normally 
to movement by rail than by truck, although trucks do 
handle that type of traffic.when the question of convenieh 
or cost arises. I would thirk that merchandise traffic, 
perhaps, particularly what we call less than truckload 
traffic, the handling of that type of traffic is perhaps 
Suited more to trucks, and yet the railways are making 
aggressive attempts to win the Shippers' favour in the 
movement of that traffic. As we say, it is rather hard 
to define or to put a straight line between two modes of 
transport and to say what is best for both. 

Q. I turn to the statement on pages 2.2 
and 2.3, in regard to the major problems facing Canadian 
transportation today. You list there four problems, 
as I understand it. In fact, I think that subparagraph 
3 in paragraph 7 does not represent a problem at all 


but is merely an observation on the increase in the 


MR. MAGEE: Yes. 

Q. And the problems that you have in mind 
can therefore be found in subparagraph i, ii, and iv only? 

MR. MAGEE : Yes, Mr. Cooper. 

Q. Now, turning to subparagraph iv of para- 
graph 7 on page 2.3, where you refer to the changing 
Structure of Canadian transport and the emergence of 
new competitive elements require a revaluation of the 
methods which can best assure the realization of the 
constant and paramount aims of netional transporp policy} 
In your view, Mr. Magee, should the transportation industry 
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policy by the government? 

MR. MAGEE? There may be some circumstances 
where that may prove hecessary in a certain area of 
Canada, and if that is done, then we think that all forms 
of transport should be dealt with similarly. I am 
referring particularly to the possibility of subsidig- 
ation, and the use of transport agencies as an instrument 
of national policy. Generally speaking, the trucking 
industry very strongly believes that the transportation 
system in this country should be conducted as much as 
possibile along free enterprise lines, and that there 
should be the minimum interference with that type of 
operation. 

Q. But as I understand your views, you can 
conceive of certain circumstances arising and perhaps 
particularly in certain communities or regions where 
the transportation industry, as it affects the particular 


region, might be used as an instrument of national 


policy to ameliorate conditions in that region? 


MR. MAGEE: Yes, But I would like to add, 
Mr. Cooper, that if a transport agency or transport 
agencies are to be used as an instrument of national 
policy in that way by the government and it causes loss 
of revenue or affects their financial position, that 
would be an instrument of national policy, then certainly 
the government should not expect any transportation 
agency to finance out of its own resources the 


instrument of national transportation policy role. 


Q. That can only lead to the further 


thought that government assistance must be given in some 
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form or another under such circumstances? 

MR. MAGEE: Yes, 

Q. As carrying out the national policy which 
might be applied to any particular region, 

MR. MAGEE: That ig our belief, 

Q. In paragraph 8 on page 2.3, and I refer to 
Subparagraph ii of that paragraph, you refer to encourage 
ment and preservation of competition as one of the funda- 
mental principles on which to base Solutions to national 
and regional transport problems; and on page 2.4, at 
the conclusion of that Subparagraph, you say: 

"In no way, either directly or indirectly, should th 
development of competition in transport be blocked, " 

Now, this suggests to me, Mr, Magee, that the 
transport industry should be left free from all controls, 
Now, is that a proper inference from what appears in the 
Subparagraph. I have just referred to and from which 
I have just read the last sentence? 

MR, MAGEE: Our belief is that there are 
certain safeguards that are required by way of legislation 
and regulation so that competition in transport can be 
preserved, We would call them minimum safeguards, 
and they are the type of recommendations that we have made 
throughout the submission. 

Q. The type of recommendation you have made 
throughout the submission, then, in your view, represents 
minimum safeguards for competition? Is that a proper 
understanding of your recommendations and the effect of them? 
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we think will be a benefit to shippers and also which 
Will help to stabilize certain undesirable conditions in 
the trucking industry and build a competitive trucking 
industry that will, in many areas of this country, bel 
a stronger and stable and better industry than it is 
today. 
Q. Perhaps we can deal with those points | 


when we come to consider the proposed act. I am just 


by which your policy is guided? | | 

MR. MAGEE: Yes, 

Q. On page 3.1, paragraph a you ‘refer to 
the handicap in the presentation of the trucking industry|'s 
picture by the relative paucity of reliable statistical 
data, and you point out that this is a fact which results 
largely from the complexity of the industry's structure 
and its relative youth, and then you qualify the atate- 
ment by referring to the work that has been done by | 
the Dominion Bureau of Statistics. What suggestions 


have you for improvement in the compilation of reliable 


statistical data in the industry? 
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1 

2 MR. MAGEE: Well, in the first instance, we 

3) think that the Dominion Bureau of Statistics is improv- 

4 ing, and has improved greatly -- the statistical covera 
of the industry. I can't give you any detailed sugges- 

; tions now for further improvement, It has been more 

. a case of our working with them, and as things arise, 

7 


in the statistical reports which we don't understand, 
8| or which we feel perhaps are not quite correctly. based, 
'  9| We discuss the matter with the bureau and sometimes they 
10/ @8ree with us and sometimes they don't,and it has been 


handled more on that --- perhaps I might call it a 


11 

day-to-day basis -- than the evolvement of any over-all 
#2 

program for statistical improvement. The big problem 
13 

is, of course, the tremendous number of small operators 
14 


and the cost of covering them. We have been able to 
IS! work with the bureau in that regard, and when the bureau 
6 gets a nasty letter from a small trucker saying he does 
17} not know why he is burdened, as a taxpayer, with this 
1g| form descending upon him and havirgto fill it out, the 


bureau gives us the name of the trucker and we write to 


19 

him and explain why the information is néfessary, and 
20 

it usually has a salutary effect. 
21 


Q. May I put it this way, that satisfactory 
22 Statistical data are being developed by the Dominion 


23| Bureau of Statistics? 


24 MR. MAGEE: Yes. 

25 Q. And you have no specific suggestions as 
6 to anything else that might he done, other than a 

; | continuation of the co-operation which is now existing 
4 between your associations and the Dominion Burea of 

28 

29 
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1 
2| Statistics? 
3 MR. MAGEE: Yes, we think there has been a 


Pi steady and progressive improvement, and we hope to continte 


to see that, and we think it will continue to occur, 


5 
Q. I turn to page 3.2: I think there is jus 
6 
a small perhaps typographical error in the second last 
7 ] 


line of paragraph 5, where you refer to 197 million tons 
8/ moved by truck. I think, if you look at paragraph 4, 
9| 294 million tons, quantity hauled by truck, while the 


10| railways moved 197 million tons. 


11 MR. MAGEE: Yes that is quite correct. 
2 @. Perhaps we should correct that by putting 
+ "294" instead of "197" in pragraph 5? 

MR. MAGEE: That is right. 
Q@. That figure of 294 million tons hauled 
15 


by truck, as I understand it, does not include private 
16) urban movements? 
17 MR. MONTAGUE: I would have to refer to the 
1g| table, Mr. Cooper, but my note here in regard to that 


19 comment we made -- the only evidence we had to reassure 
ourselves that it was a large truck movement -- probably 
20 
Semi-trailer and upwards -- was the rather high percentag 
21 


Shown per carrier, which was 8 tons, and we assumed, 

4 therefore, that is the for-hire truck industry figure, 

23 Which should not include the private interurban. 

24 Q@. Well, I think you might check the figure, 

25| Mr. Montague. I think the statistics contained in the 

| Publication Motor Transport Traffic Statistics, National 

Estimates, 1957, on page 14, and the figure of 294 millio 


tons appears to be made up of for-hire, total tons 
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carried and intercity and farm, and I wanted to know 
if you could tell me if the for-hire figure included 
local eartage? 

MR. MONTAGUE: In my understanding, it does 
not inelude local cartage. 

Q. Does not include it? 

“MR. MONTAGUE: ‘That is FLERG « 

Q. Have you the table there, Mr. Montague? 

MR. MONTAGUE: This is the 1957 -- we don't 
think that that figure does include --- 

Q. And when you say "that figure" you mean 
294 million tons, and referring specifically to the 
figure cf 126,262 (thousands) of tons appearing in 
the column "For-Hire" in the publication to which I have 
referred, on page 14? 

MR. MONTAGUE: That is correct, and we make 
that assumption because, as you will note, underneath 
that figure, the last figure referred to, there isa 
Figure of 8 tons which refers to the average load carried. 

Q. The average weignt carried? 

MR. MONTAGUE: Yes, and we feel that is such 
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2 large figure 2% would not be an urban carrie 
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was ineluded i that ealculation. But, that is the 
main basis fou ou judgment there. We would have to 
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MR. MONTAGUE: That is right. 

MR. MAGEE: This can be Simply cleared up, 
and we will find out for sure ana tell the Commission, 

Q. In paragraph 7 on page 3.2, you refer to 
monopolistic elements in the rate structure and certain 
distortions which exist: Would you tell us, please, 
what are the monopolistic elements to which you make 
reference, and the certain distortions which exist? 

MR. MONTAGUE: What we are referring to is, 
wherever a given rate for any carrier exceeds what would 
be his full costs, then, of course, in theory some 
monopolistic element is present, because it is enabling 
that carrier to carry freight at a rate which is greater 
than his full cost. Wherever that situation exists --- 
and it does exist not only for the railways, but, 
obviously, on some trucking lines, -- wherever it 
exists, then you can't make this judgment as to the value 
the community is placing for the services given on 
strictly a revenue basis. All we are explaining there 
is that there is some limitation to looking at revenues 
alone as being a method of making a judgment as ta the 
value of the service to the community, because in some 

Deecatons ~- and I say wherever the rate charged may 
exceed the fully distributed cost of the carrier, then, 
of course, we say there is a monopolistic element. 

We are not using this in the sense of something that 

is to be discouraged. We are saying this is a fact, 
and that is why revenue figures have their limitations. 

Q. That is a situation which may be present 


in the trucking industry as well as in the railway 


industry? 
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MR. MONTAGUE: That is correct, 

Q. The expression "certain distortions which 
exist" perhaps is covered by what you have already said? 

| MR. MONTAGUE: That is what we mean by 
“certain distortions", 

Q. In paragraph 9 on page 3.3, you have there 
a column "Trucks for Hire": I have already referred 
to that, and that figure, 126,262 (thousands) does not 
include local cartage services? 

MR. MONTAGUE: That is correct. I should sa 
that is our understanding of the figure, 

Q. In paragraph 11 on that same page, 3.3, 
you refer to the fact that no historical series are 
available for the for-hire trucking industry which 
would make it possible to establish long-term trends. 

You refer to Mr. Wagdin's paper, and then you make this 
statement: 
"If such estimates are used for tracing the growth 
of commercial road carriers, the results produced 
would tend to underestimate the growth of commercia 
trucking. " 
Why would this underestimate the growth of commercial 
trucking? 

MR. MONTAGUE: We made that statement because, 

in our view -- and we developed this in the brief -- 


ee ee 4n tI niles carried 
there has been a marked growth in the ton miles car 


by forehire trucks. This has not been duplicated 


in the private sector of the industry. That is our 


understanding of the situation. When you combine the two 


figures -- and we should point out the private sector is 
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responsible for a large ton-mile figure -~ when we 
inelude them with us, they naturally hold down our 
trends; that is, if we produced an index based on the 
for-hire trucking industry figures, we would be able to 
show the remarkable increase over certain years, but 
when we lump the figures together with the private sector 
which does not also show this marked increase, it tends 
to hold down our index, because we are operating off a 
larger base, 

Q. In paragraph 14 on page 3.4, you refer to 
average distance travelled, and you refer to "medium 
traffic" and "long haul traffic" ana "maximum distance 
of truck operations". I know at one point in the brief 
you have referred to long haul traffic as being traffic 
exceeding a period of 12 hours from point of origin to 
paint of delivery, but I consider that it would assist th 
Commission if you could tell the Commission what you 
mean when you use the expression "medium haul traffic" 
and the expression "long haul traffic" generally, and 
also some information as to "maximum distance of truck 
operations, " 

MR. MONTAGUE ; You have given us, of course, a 
difficult question here. Gould I review my understandin 
of what we have said. ve have pointed out that the 
inerease in the average distance which the trucling 
industry is moving gocds indicates an increase tn com- 
petitiveness for all types of traffic. It may not be 
comple tely limited to simply long haul traffic. It is 
for you what we mean 
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distance, because we didn't consider this of importance 
when we made that statement, We were simply saying 
competitiveness has not solely increased on the long end 
of it. It has increased right across the range of 

truck services, and I think it was really building up 

to try to explain the relatively low figure for Ontario, 
In other words,what we are Saying there is that there is 
@ great increase in the medium and short range traffic 
in Ontario, as we all know, and because it is such a 
large proportion of the Ontario traffic it tends to hold 
down the average haul of all Ontario traffic, and, 

in a sense, it may underestimate the growing length of 
haul which Ontario traffic ig taking on, and by that 

I mean the growing maximum length of haul. Even though 
the maximum length of haul is growing, it is still not 

a large proportion of the total Ontario haul, and there- 
fore the average figures do not reflect this trend 
towards an increasing length of haul. ‘The whole paragrap 


was designed to attempt to explain those figures. 


(Page 10833 follows ) 
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QO, Just taking the expression, perhaps, 
divorced from the particular paragraph; when ee refer to 
medium hauls and long hauls throughout the ‘eights 
what generally do you mean, in terms of etetaues? 

| 

A. Well, I would think a medium haul bicie 
be Toronto to Montreal, and what I would call a long 
haul would be Toronto to Winnipeg and perhaps eyen 
Montreal to Windsor, I dont think we have ever classi- 
filed it’ ‘too definitively. 

Q. Perhaps it cannot be classified. 

THE CHAIRMAN: I suppose it is continually 
changing? 

THE WITNESS: That is right, Mr. Chairman, 

MR. COOPER: Gi. In paragraph 16, on page 
3.5, you refer to the fact that trucking can no longer be 
regarded as a short haul industry, and that the impact of 
truck competition is spreading over a wide range of 
commodities, some regarded as low-valued commodities, 

Now, what are examples of low-valued commodi- 
ties which apparently are now feeling the impact of 
truck competition? 

A. lhe type of commodity that we had in mind 
are the commodities shown in the Dominion Bureau of 
Statistics National Estimates for 1957, and which are 
defined on page 30 in Appendix 3, under the heading 
"Commodity classification", and these are all commodities 
that are being hauled by truck; agricultural products, 
and the movement, for example, of international and 


interprovincial carriers of agricultural products is show 
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on page 27 of that report, 

Now, agricultural products consist of flour, 
fruit, grain, grain products, sugar beets, vegetables 
and other agricultural products, | 

Then, there are mine products; coal and coke, 
erude petroleum, ore and concentrates, Sand, gravel, 

erushed rock and fill and other mine products. 

Q. In any event, the commodities to which 
you have reference can be found in the publication to 
which you have just referred? 

MR. MAGEE; These are some of the typical 
commodities, 

Q. in paragraph 17 on the Same page, 3.5, 
you refer to the increase in the average length of haul 
on railway traffic carried under agreed charges, ‘and 
you point to the fact that there are other pudedieg 
contributing to the increase in the ieee eerae 
charge length of haul, other factors, that is, than 
truck competition, Now, to what have you reference 
there; agreed chr»ges on treffic to the Pacific coast 
to meet competition there? 

MR, MAGEE: Yes. Iwas going to say that if 
Mr. Frawley was here he could quickly enlighten us on 
that. 

MR. SINCLAIR: That is the wrong word to use 
for what he does! 

MR. COOPER: Q. At page 3.6, the table at the 
top of that page, "Average Load Trends; Interprovincial 


and Intra-Provincial Truck Movements, Selected Provinces, 
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1956-1958". Are there any figures for the other pro- 


4 


vinces available? 


MR. MONTAGUE: ‘There are no figures ban atieie 
which would give us a trend, I think there are some 
provinces that have figures published for 1958, but, 
of course, we were attempting to show the trend and, I 
think, we took the five provinces which had had figures 
for the period of the three years which \we have: showed, 
our. trend, The figures for other provinces are coming 
out now, but they haven't been in existence for the 
longer term, 

Q. In par2graph 19 and the following para- 
graphs, Mr, Magee, you refer to the growth of the trucking 
industry, the growth in the size of the firms, and the 
smaller operators perhaps being replaced by larger 
Operators, and generally to the trucking industry be- 
coming big business, 

Has not the growth of the trucking industry 
been made possible in large measure by improvements in 
existing highway construction and new highway? That 
factor aS not mentioned in this particular paragraph, byt 
isn't that a very significant factor in the growth of | 
the trucking industry? 

MR. MAGEE; Yes, it is indeed. That is why 
you are seeing the maritime provinces, for example,and 
in Alberta and other provinces, where the highway stan~ 
dards are either up to or coming very close to the highway 


Standards in the two central provinces. 


Q Have you any figures on the number of 
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firms in the trucking industry whieh have failed and had 
to dekwe operations? You mentioned Expansion; there 
is nothing there about contraction and as to how many 
failures there have been in the trucking industry in 
recent years? 

MR, MAGEE: There has been plenty of contrac- 
tion underneath the expansion, and it igs very difficult 
to compile information as to these failures, We would 
very much like to be in a position to do it because it 
has an obvious relationship to our views on regulation, 
and there are several ways of testing what is happening 
in the trucking industry, and one is by asking the 
Dominion Bureau of Statistics just what kind of a problem 
they have in keeping their mailing lists on truck opera- 
tors in this country up to date, and there are eertain 


provinces where there is a very large annual turnover 


Another way of checking it is by going to the 
credit departments of the large suppliers, such as the 
truck and trailer companies; they can give a very graphic 
Picture of both the good and the bad side of the trucking 
industry in that regard, Mr. Cooper. 

Q. In anv event, you hve no figures yourself 
which are available to the Commission on that? 

MR, MAGEE; No, we haven't. We know that this 
time when you are 


1s happening; we hear it all the 


travelling and meeting with the provincial associations, 


but we have no figures on it. 


tow, at page 3.8, paragraph 24, you refer 
LNW g er . 


Q. 
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to the warehousing facilities, and you say, "considerable 

investments have been made in terminal and warencusing 

facilities, as well as in overhaul and maintenance 

Faeilities,”" 

Aré warehouse facilities generally rented by 
the for-hire trucking operators or do they build their 
own buildings, or what is the situation in the industry? 

MR, MAGEE: Sometimes t’°y build their own 
and sometimes they rent them; it depends if there aS a 
rapid expansion of the firm, that it may nave to rent 
for a while until they can build in some part of the 
city where they are not going to get complaints from 
all of the people living in the houses about the big 
trucks rolling by, but I cannot give you any precise 
information on what the breakdown is. 

. There is no arrangement between them; 
sometimes it is rental and sometimes acquisition of 
buildings? 

MR, MAGEE: It is mostly acquisition. 

a Now, in paragraph 26 you refer to the 
investment in the trucking industry, and you give 
figures for gross investment per firm and gross invest- 
ment per employee, How mény empioyees are there in the 
trucking industry? 

MR. MAGEE: We have estimated approximately 
seventy thousand. 


as 


seventy thousand as being directly em- 


ployed in the industry? 


°° 


MR. MAGEE Directly employed, yes. 


gniayodenew bas sauaemeahin tes 
aonsnétatem eee Lueirove (nk ae sh a 
£ om.) 
ud begaex yilassiss agltilios? sevodersw oho 
qleds blisd yorst eh to eroctatege gatvnund 2 | 
tyrteubal esd n+ noftuydbe -ad? at teaw io (epateitads 
Peer ) gomisemos  ~ OAM GED) Gr 
a aberedt Ub ahasqeb dt ymodd Pion yond semttemos f 
tom of sve yam TP fede watt aiid Yo-moLemagx big: 
ed? to dugg emoe of bifud map yadd ftdnw eLtrw s 20% 
novi atitaiqnes dag oF walog ton ors yori store yi 
gid ant sods @sever) 990 mt gatvel stqoeg eng to LJ 
getosig yas Oy evga Joretes L aud qin ow asus 


ri > 


vat nvwobugerd ect dae Ao aotdsmto 


‘meant neewted THOMA STIs on et eredPh seo) a i 
to noitieinpos pee oe bes Letaen wet $3! eombas 10 
Cegntb£ir 
oétietupos yiteom el YT  eHRpAM JAM ~ 

S34 of ve'le7 voy 3S dhetaeiaq at wot! 2 
stig wo, bur oritetoal puteooet Sie at sintiad 
~Jgsynl esorg bra art) 23¢ tInveeeweh deots “o> gets 
oF #2 esis ers soeveiqus: Yous work esge Lane 199. ire 
tyttasbal gnive 
ylstentzorqgs botanites avs OW 7AM FM 
. bnaegvodt | | 
“me yitosild gaisd as innevocdt qwievel 2 is | 


oyitewint ont ad 
120% «Doyo lgus agveeehd ROAM 


are ’ ow 


ANGUS, STONEHOUSE & Co, LTD. E - 
TORONTO, ONTARIO re Gatepe eee CP-Ex 10838 
Hy 


Q. When was that estimate made, MP, Magee? 

A, I think that estimate was made for the 
Gordon Commission a few years ago, 

Q. That figure would, perhaps, change? 

MR, MAGEE; And this is the for-hire trucking 
industry that I am talking about, the intercity for-hive 
trucking industry, and I am not including local cartage 
or private carriers, If you would be interested in an 
estimate and the basis of it, we could Supply it, and 
would be glad to, I haven't it here with me, 

Q. Thank you. At page 3.10, paragraph 30, 
yarrerer to the trucking industry as, in the long run, 


being able to sell freight transport to the customer on 


the basis of its service -- and often cost -- advantages, 


The predominant factor is cost, is it not? 
Does service enter into it in any significant degree? 

MR, MAGEE; There againit is hard to --~ yes, 
cost is a very important factor, but it is hard to give 
any answer of national application to a question like that 
as to which is the most important factor, both forces, 
Service and cost, are important. Sometimes tne service 
advantages may outweigh the cost. 

Q. That would be the exception rather than the 
rule, L would estimate cost is the dominant factor by 
avery good margin, or is that right? 

MR. MAGEE: yes, it is one of the important 


factors, 
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Q. One of the important factors, perhaps we 
can say the most important factor? 

MR. MAGEE: I will say one of the more im- 
portant factors, 

Q. Page. 311; paragraph 33 -- you refer there 
to backhaul rates, Now, now do backhaul rates compare 
with normal rates? What is the basis on which backhaul 
rates are arrived at? 

MR. MAGEE: I am not a rate -- I am not a 
traffic person in the trucking industry, but the question 
of the return haul is, of course, a very important one 
to the trucking industry, to trucking firms. It comes 
down to the matter of getting something into the truck 
that will produce some contribution to cost and allow 
the truck to go back to destination with a load rather 
than empty. 

Q. Well, I would presume that the backhaul 
rate would perhaps be merely enough to cover pure out- 
of-pocket expenses, gas and oils would that be rignt? 

The driver's wages? 

MR. MAGEE; Yes, that may be the situation 
in regard to many backhaul rates. It should qualify 
that by saying that rates are regulated in four of the 
provinces and that 2iso has a bearing on the question of 
backhaul rates. 

9, I think you have already mentioned those 
provinces in which rates are regulated but pernaps you 


could give them again now? 


MR. MAGEE: Quebec, Manitoba, Saskatchewan 
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and British Columbia, intra-provincial rate regulation 
and courtesy extra-provincial rate regulation out of 
Quebec, I cannot put it any differently than that, 
courtesy observance, 

Q. Paragraph 37, on page 3.12; you refer os 
the impact of railway competition on the groups to whieh 
you previously wferred: 

"This does not imply that a trucking firm 

or a group of firms, which 1s not too much affected 
by railway competition, is not affected by it 
indirectly." 

Then you go on to says: 

"Furthermore, the economics of trucking firms 
is such that different lines of business are often 
complementary, one line of activity using the same 
facilities as another," | 

Now, can you give any examples of the indirect 
effects on railway competition? 


MR, MONTAGUE; I wonder if the rest of our 


paragraph does not explain what we are getting at? 


Q. Perhaps it does, perhaps you might enlarge 


22 
on that. 
23 
MR. MONTAGUE: I will read it and then enlarge 
24 i 
on ‘it. 


"Therefore a decline in traffic volume in 
a 'competitive' line may have very profound effects 
on costs ~=- and ability -- of handling 'non- 
competitive' traffic. These facts which are true 


of railway enterprises, apply also to large sections 
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or the trucking industry," 

This is the problem of the backhaul, These 
services are complementary, In other words, it is a 
problem related to the backhaul, If we develop a 
traffic from X to Y then we look around for traffic to 
g0 back again, and those two traffics are complementary, 
they are related, If we are affected on the rates in 
regard to one traffic it may be we will have to ad just 
by taking a lift on the rates that we charge for the 
other trarfiée) It is the same problem the railways 
are up against in regard to competitive and non- 
competitive rates, This is my explanatim of what 
we mean here, We develop the service and we will have 
a prime service, pernaps there will be a complementary 
s€rvice to that, something that goes along with it. It 
may be a complementary, it may be the haulage of less 
than truckload EFOLSAC ; sand aLrtyist complementary 
service, and we are enabled to carry it on because of 
the prime service, and, in fact, what happens to the 
prime service will thereupon affect our abLlTity+6 
compete, so that it is a corplamentary service, 

Qs In efrect, the prime service will indi- 
rectly affect the complementary servic? 

MR. MONTAGUE: That is correct, 

Q. I want to turn to page 3.14, and you 
refer tnere in paragraph 41, the secand last sentence 
in the paragraph; 


"it is most Joubtful whether, without the 


‘ Og a] a } yn whs 
support from other traffics, less than truckload 
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traffic could be handled at the current level 

of rates, In other words, if less than 
truckload traffic is forced to become the main, 
or even the only, source of traffic for trucking 
companies, and if it had to carry the full burden 
of terminal, sales and administrative costs, a 
sharp increase of rates would have to follow, 
which would affect adversely the customers least 
able to switch to other modes of transport." 

That raises in ‘my mind the question of fixing 
of rates in the trucking industry, Is there any inter- 
nal subsidization within the trucking industry in the 
matter of rates? 

MR. MAGEE: I think that it is inevitable 
that there is, Mr. Cooper, cost Subsidization, one trarfi 
carrying another traffic, 
| Q. One traffic carrying another traffic? 

MR. MAGEE: yes, A truck operator may haul 
several different types of traffic for one account and 
it may be mandatory for business reasons for him to haul 
some traffic which is not a very lucrative source of 
revenue in order to solidify his public relations with 


the shipper. I am sure we can find instances of where 


there are actual truck lines, some part of a trucking 
enterprise or system, which are not paying -~ one seg- 
ment, a branch line, if you like, because it has to be 
maintained as part of the overall system. 

Q. You really have, then, am I correct in 


saying, it is a value of service principle in rate making 
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in the trucking industry as there is in the railway 
industry? 

MR. MAGEE; Oh, very definitely. There is 
value there as well as cost, and we would be most upset 


to see it changed, 


Q. On page 3.15, and perhaps this question 


is unnecessary, but you do refer to standardized traffic, 
You might indicate what standardized traffic is, It 
is at page 3.15, paragraph 46: 
"The most competitive field is the market 
for standardized traffic on medium and long hauls 
over heavy traffic routes," 
MR. MAGEE: Well, that would be, for instance, 


manufactured articles, sem-finished manufactured products 


Q. You contrast that with bulk operators in 
paragraph 45, the preceding paragrph? 

MR, HUME: I think, Mr. Chairman, the brief 
up to that time concerns itself with specialty carriers 
who are not necessarily bulk operators; usually they are, 
but I think it is more concerned with specialty carriers 
than bulk operators. 

MR. COOPER: @. iI wish now to turn to the 


next section which is section 4, dealing with the truck 


competition and the railwey. 


THE CHAIRMAN: Perhaps we will go into that 


after lunch I think Mr. Mauro and Mr. Smith are here 


and they may want to speak to the objection of Mr, 


Sinclair et two o'clock. 


MR. HUME: Could I find out if they are for 
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9 or against? 

3 MR. SINCLAIR: Wait till you hear them, 


~~-Lurncheon adjournment. 
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THE CHAIRMAN: Mr, cise? 

MR. HUME: Mr. Chairman, I am assuming that 
my learned friends other than Mr. Sinclair and 
Mr. McDonald are not Supporting the motion, otherwise 
I think I should have an opportunity of answering all 
who are opposing, and before I proceed I would like to 
know what the position is. 

THE CHAIRMAN: Mr. Mauro? Mr. Smith? 

MR. SMITH: No, I am not opposing, — 

MR. SINCLAIR: Mr. Mauro isn't here. 

MR. SMITH: I am not either oppesing or 
Supporting. Ff 

MR. SINCLAIR: I don't know what Mr. Mauro's 


position is. Mr. McDonald's position is on record. 

MR. HUME: However, I will commence, Mr. Chair 
man. Mr. Mauro isn't here and he knew that it was 
coming on at 2 o'clock, 

Now, Mr. Chairman, I have procured from the 
reporter the transcript of my learned friend's remarks 
this morning, and I have taken the lunch hour and 
attempted to review those and to make what I hope will 
be a helpful submission to you, Mr, Chairman, and the 
Commissioners. 

I divide it into two very brief segupnts. 
My first comments - perhaps, Mr. Mauro now being here, 
he could indicate what position he is taking on this 


motion, | 
MR. SINCLAIR: It is an objection; it is 


an objection as to admissibility of evidence. 


THE CHAIRMAN: Mr. Mauro, do you wish to be 
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heard on this? 

MR. MAURO: I’think I will Say something, 
Mr. Chairman, 

MR. HUME: Perhaps Mr. Mauro doesn't under- 
stand. I take the position that I should be able to 
answer all counsel on the objection, 

MR. MAURO: I will never be taken as supportin 
Mr. Sinclair, 

MR. HUME: Mr, Chairman, I propose to deal 
very briefly with the terms of the order in council 
P. C. 59-577 and relate my very brief observations with 
relation to Mr. Sinclair's remarks, and that will con- 
clude my presentation, 

First of all, I have had the advantage of 
reading Mr. Sinclair's remarks, He submits that the 
order in council does not give this Commission Jurisdiction 
to entertain a submission on behalf of the Canadian 
Trucking Associations with respect to a proposed new 
highway transport act, and says: 

"This order in council does not vest in this 
Commission, in my submission, respectfully, juris- 
Ciction to inquive into transportation in Canada; 
it restricts it to an inquiry into railway trans- 
portation in Canada and matters relating thereto,! 

Mr. Chairman, it is my respectful submission 
that that is exactly what this order in council does not 
do. I tried to @t Maxwell's interpretation in the 
library, but someone is using it, but I think I ean 
safely that it is one of the best maxims to take the 
Simple plain English meaning of the words if the document 


is in English, and take the simple plain French meaning 
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if the document is in French. This order doesn't pein 
commissioners under Part I to inquire into and report | 
upon railway transportation in Canada; it requires them 
te inquire into ae report upon the ‘problems relating 
to railway transportation in Canada, and the important 
word in that injunction is the wora "problems", nots 
"railway". If there is any doubt about the importance 
of that word "problems", the concluding phrase of the 
enjoinder refers to the causes thereof, and causes can 
only relate to the problems. 

So my first respectful submission is that this 
Commission is required and appointed and requested to 
inquire into and report upon the problems relating to 
railway transportation, not to railway transportation, 
as my friend said at page 10750 of the transcript. 

Then you gentlemen are enjoined in particular 
~ and if there is any doubt about whether or not the 
above problems are general, the order in couneil goes 
on in its customary language to advise you that, without 
in any way restricting the generality of this inquiry 
into these problems, you shall consider certain things. 

So my first proposition is that it is not a 
tailway inquiry, it is an inquiry into problems relating 
thereto, and the words"problems" and "relating" are, 


I submit, very important words. But if you are not 


convinced by my interpretation of the simple plain 
English meaning of "the problems relating to railway 
transportation", I take considerable comfort from sub-~ 
paragraph (e) where it says that without restricting 


the generality of the at‘oresaid words you may inquire 
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into and you, in fact, shall consider and report upon 
such matters as the Commissioners consider pertinent 

or relevant to the specific general scope of the inquiry. 
There are some important words in that paragraph, In 
the first place, the matters have got to be related. 
Related to what? i answer my own question by submitting 
that it is relating to problems relating to railway 
transportation and as long as those matters are related 
and as long as you consider them pertinent or relevant, 
you certainly have jurisdiction to go into them, I 
make this submission, that if everybody in Canada except 
you five gentlemen were of the opinion that what we are 
talking about here was not either pertinent or relevant, 
and out of the 17 odd million people you were the 

only five who were of the opinion that it was pertinent 
or relevant, then I say that the order in council gives 
you jurisdiction, in fact, requires you to enquire into 
these matters. 

So my second submission is that not only are 
you to inquire into railway transportation, you are to 
inquire into the problems of railway transportation which 
is a very, very broad term of reference, and as long as 
you consider under the terms of this subparagraph (e) 
that some other matters may be related -- and I don't 
have to labour the meaning of the word "related" or the 
word "pertinent", but whether I agree or someone else 
agrees as to whether it is pertinent or relevant, if 
you gentlemen decide it is, you certainly have juris- 
diction. 


In support of his objeetion, Mr. Sinclair first 
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of all makes the point, as I have mentioned in introducti Nn, 
that what you are supposed to do under this order in 
council - he says you are not to inquire into transportatilon 
in Canada; I say that is what you are required to do, 
and he says it restricts your inquiry into railways; 
I say it does not. It may restrict it to some problems 
in transportation, but those problems can be many and 
manifest. He says that trucking problems don't relate 
to transportation. I have been under the impression 
these last 58 or 59 days that one of the problems to whic 
the railways referred was the loss of revenue due to the 
impact of truck competition, and I think ‘in the words 
of the former chairman of this Commission, I think his 
words were, on the question as to whether trucks were 
involved, something to the effect that "you are very much 
in this inquiry". 

So I submit that these problems do relate 
to the problems of railway transportation. 

Then there was introduced a suggestion that 
you, by some magic, if the railways had introduced a 300- 
mile limit, that magic would have permitted you to { 
consider this draft highway act. I cannot follow the 
argument. I can merely say that under the submission I 
have made I don't need to address any remarks on it. 
if the railways had introduced such a submission, you 
would have considered it and in cue course made such 
recommendation you considered pertinent upon it, but 
you would not have made any reference per se as to whethe 
you should or should not entertain any submission relating 
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friend, Mr. Sinclair, said that until the railways do 
introduce a 300-mile consideration we cannot ask the 
Commission to deal with highway transportation. 

This draft act covers buses; I am well aware 
of that. I think this covers important segments in 
relation to highway transportation in Canada, and if 
the bus people want to come here and make a submission - 
and I hope they do; I hope they give this Commission the 
benefit of their views - but whether they do or don't, 

I don't think that has any relevancy as to whether or 
not the Commission has any power to consider the sub- 
mission made in this respect. 

Then my learned friend pointed out that you 
made a ruling on collective bargaining. You have made 
your decision on that and I make no comment on it. 

But I suggest as a sort of a red herring he introduced 
the question of liquor, I think with the idea that 
there was some similarity between the consideration of 
highway transport legislation and the consideration 

of the matter of serving liquor on trains, and.I say if 
this is a problem of railway transportation and it is 
related and it is relevant or pertinent, that you can 
we 11 consider and make recommendations as to liquor on 
brain. 

THE CHAIRMAN : Or airplanes. 

MR. HUME: Yes, or any matter dealing with 
the problem of railway transportation. I think my 
friend reads the order in council as if the word "problems" 
was not in the order in council. 


Then he says with regard to this matter of 
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trucking that it is a matter of provincial jurisdiction. 
Well, of course, Mr, Chairman, that is a very broad 
statement, and I don't think my friend meant it quite the 
way it reads and sounds. This draft act that we have 
submitted has nothing to do with that aspect of the 
trucking industry which is within the exclusive juris- 
diction of the legislature of the provinces. But as 
to its being a matter of provincial jurisdiction, you 
Will remember this point at Section 10, page 12, which 
says that one-third of the industry's ton miles, and 
one-fifth of the industry's revenues, comes from inter- 
provincial and international freight carriers, and this 
is a larger and more increasing segment, and that is the 
reason why Canadian Trucking Associations submits with 
respect that not only is the order in council wide 
enough to consider it, but, in our humble submission, 
this matter is probably one of the most important things 
that the Commission might settle. 

I have completed my submission, except that 
I would like to say one thing. I mention this at this 
time in order that this sort of thing won't happen again. 
I consider it personally unfortunate that I wasn't 
advised except at the last minute - after all, our 
brief hes been filec for 15 days - to give me an oppor- 
tunity of preparing an argument. I presume there must 
have been a very good reason, because, as the Commission 
will know, I wrote my friend, Mr. Sinclair, a letter 
and told him it was coming up. No doubt there was a very 
good reason I wasn't told, but I make my submission that 


not only do the terms of reference include this as a 
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problem of railway transportation, but if you have any 
doubt about it being a problem, you can certainly decide 
under subsection (e) that it is a related matter and 
pertinent or relevant, and I suggest it is both. 

MR, MAURO: I neither oppose nor support the 
request. I simply rise to place on record the comments 
of the province referring to the matter of the juris- 
diction of this Commission, and I suggest that the one 
factor this Commission must answer is the Simple question 
Does highway transportation represent a problem in the 


over-all picture of rail transportation in Canada? 


(Page 10855 follows) 
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if this Commissicn decides that transportation 
by highway is not a problem relating to railway trans- 
portation, then I suggest that the matter submitted 
by the Trucking Associations is irrelevant. 

If you decide as a Commission that transpor- 
tation by highway in Canada is a problem relating to 
rail transportation, then I suggest that you not only 
have the right but the duty to look into the problem. 

I think the decision, frankly, rests with this Com- 
mission, as determined in the Order in Council, whether 
or not highway transportation is a problem, 

MR. SMITH: I merely wish to state that I am 
not taking part in this application. 

MR. SINCLAIR: Now, Mr. Chairman and members 
of the Commission, I think my friend Mr. Hume arranged 
with the reporter to get a transcript of my remarks 
to the Commission, and he has handed them to me now, 

So that there worlt be no misunderstanding 
about this -- what he calls the magic 300 miles -- 
my submission this morning was in this language, AP ah 
the railways had proposed that to deal with the railway 
problem it was necessary to restrict common carrier 
trucking to a limit of 300 miles, with the railways, 
if they had -- this is hypothetical, of course -- if 
they said that was the economic range on the trucking, 
purely and correctly, then, of course, the Commission 
would want to hear what the truckers said about any 
limitation that the railways weve proposing to put on 
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the trucking industry to deal with railway transportation. 
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Ana I thought I had made it clear that the objection 
that I made to the Commission this morning, Mr. Chairman 
and Commissioners, was that this Commission had no 
jurisdiction to deal with trucking problems, the 
problems of the trucking industry. I haven't had a 
chance to read this all through, and if I didn't say 
that I certainly ~<- 

THE CHAIRMAN: Are they interdependent? 

MR, SINCLAIR: Inderdependent? I would say, 
Mr. Chairman, that transportation, inter-mode trans- 
portation can and does meet certain problems, and, 
indeed, as the Commission knows, we in Canadian Pacific 
are providing an integrated transportation situation 
in British Columbia, and we gave evidence on that -- I 
think Mp. Crump did -- but my point is this, that the 
Act to which I took objection is an Act dealing with 
problems of the trucking industry; that is my first 
point. 

My second point was that it introduced con- 
stitutional questions of limitation and that it was 
ores beyond the jurisdiction of this Commission. And, 
indeed, I intend -- and I hope that the Commission is 
going to take this into account -- to ask certain 
questions of theiwitness who woujd point this up.. 

I told my friend about this a number of days 
as to do with forwarders and the attempt 


ago, and this h 


to regulate forwarders, which as of now are provincially 


regulated by the Province of Quebec and other provinces. 


Certainly I agree that the jurisdiction of the 
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Commission relates to problems of railway transportation, 
but it does not relate to problems of trucking trans- 
portation or problems of air transportation, 

You, sir, said that you would have jurisdiction 
over the question of whether liquor should be sold on 
aeroplanes. I say that is wrong, with respect, sir -- 
with great respect -- because whether they do or not 
you would then have to bring it in by saying that the 
problem of railway transportation was brought about by 
the fact that they were or were not selling liquor on 
aeroplanes. 

THE CHAIRMAN: I was only referring to a situa- 
tion which I thought was out in Vancouver. 

MR. SINCLAIR: That has nothing to do with 
the clients I represent, because I think what you have in 
mind --= 

THE CHAIRMAN: The red carpet. 

a MR. SINCLAIR: We never have had a red carpet, 
but the point that I think we are dealing with here, Mr. 
Chairman, is this, that in so far as there is a prublem 
that affects railways brought about by trucking, that is 
within your jurisdiction, but the vailways, as far as 

I know, have made no submission te ite Ifyou are, 

"on your own motion", you are going to say there is 

this problem, but that, of course, is a different matter, 
put the railways have not said that trucks are a oroblem 
relating to railway transportation, but that doesn't 
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themselves, 


We have said what we do to meet competition, 
and we have some -- as I answered Commissioner Mann -- 
some recommendations to make, but let me go to the 
suggestion of my friend who, I am sure, had aa: CLCUL Sy 
in dealing with this first submission which he made, 

His second submission, I submit, is clearly 
wrong, and he said that if you five gentlemen decided 
of all the seventeen million people in Canada that this 
bill was a bill dealing with a problem relating to 
railway transportation, and the other sixteen million- 
odd felt that it was a matter dealing with the problem 
of trucking, that that would bring it within your 
Jurisdiction, 

Now, this is the oldest suggestion that I have 
-- it nas been dissipated so many times in leading cases, 
that no Commission, no administrative tribunal or no 
Commission has a right to extend its jurisdiction by its 
own decision, and that is exactly the submission that 
my friend put to you, and he says that the language of 
E gives you an untrammelled right to investigate any 
part of any type of activity in Canada that you decide 
is a problem relating to railway transportation. This; 
I say, is clearly wrong; that what you have to do is 
as a fact say it is a problem relating to railway 


w 


transportation, and if it is,then your discretion must 


be exercised judiciall). 


THE CHAIRMAN : Would you say that one of the 


oroblems relating to railway transportation or the 
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problems relating to railway transportation were caused 
by the Seve Mpnerts of trucks? 

MR. SINCLAIR: No, sir, I wouldn't say that. 
I would say that the problems relating to railway 
transportation are caused, first, -- I thank Mr. Mauro 
for bringing it to my attention -- by the statutory grain 
rates. That is the problem. 

Secondly, that because of changing travel 
habits in the passenger field, there is this phasing out 
by the railways, of which we will aa aiveet ee of the 
Commission, have something to say at a later time, but 
that has nothing to do with the problems of the trucking 
industry; that has to do with private automobiles and 


aeroplanes and, to a minor degree, buses. 


COMMISSIONER GOBEIL: What you mean is if the 
Privy Council has asked us to study the problems of 
transportation you wouldn't have said in the preamble, 
"To proceed with all reasonable despatch into the 
problems relating to highway transportation," you would 
have said, “into the problems relating to railway trans- 
portation"? 

MR, SINCLAIR: That is why I drew the Com- 
mission's attention to the distinction between tne terms 
of reference of this Commission and the Turgeon Comnis- 
sion, because in the Turgeon Commission of 1949-1950 
it had to deal within the jurisdiction of Parliament 
arising out of the operation and maintenance of national 
transportation. The modifying words here are "railway 


transportation", It is the problems, of course,of 
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railway transportation, or problems relating thereto. 

My submission, sir, then, with respect to 
Eis that it cannot be used to extend your jurisdiction; 
it cannot be used to extend your jurisdiction because 
your jurisdiction is clearly delineated basically as 
problems relating to railway transportation, and the 
Bill that has been introduced deals with -- not intro- 
duced, but advanced, because it is under my objection 
-- deals with problems of the trucking industry, truckin 
transportation. 

That is my submission. 


THE CHAIRMAN: We will reserve the point. 
JOHN A. D,. MAGEE, continued 


MR. COOPER: Mr. Chairman, there seems to 
be on the first page of the transcript of this morning's 
proceedings, page 10750, the word "ability" which I 
don't think is the word which was said, and I think 
the record shvald be corrected now, perhaps. It is 
line 11, and it reads, "as to the ability of this 
Commission." 

MR. SINCLAIR: I must say to my friend that 
I think I am for that, because I of all people wouldn't 
question the ability of this Commission, and I would 
ask the reporter wnen he issues this to change that 
word “ability” in the seventh line from the commence- 
ment of my remarks, to the word "jurisdiction", It 
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will read, "as to the jurisdiction of this Commission 


under the terms of its Order in Council which delineates 
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its jurisdiction." I certainly am not questioning 
the ability of this Commission, not in regard to their 
ability in this field or in numerous other fields which 
I could mention but will not. 


THE CHAIRMAN: Thank you, 


CROSS-EXAMINATION BY MR. COOPER (Cont'd): 

Q. Mr. Magee, when we adjourned for luncheon 
I had reached the point where I was about to ask some 
questions respecting section 4 of the submission, and 
I direct your attention to page 4.2 and a table which 
appears at the top of the page. Perhaps this question 
should be directed to Mr. Montague rather than to your- 
seit. 

I should like to know if the number of revenue 
ton miles involved in the total has been obtained from 
Railway Transport Part IV, 1958, onpge 6. I presume 
that is so. 

MR, MONTAGUE: That is right. 

Q. That being so, does it not then include 
ton miles produced in the carriage of traffic to which 
the percentage increases wouldn't apply? 

MR. MONTAGUE: “ould I perhaps go into our 
origins here,and I have cne Railway Transport statistics 
relating to this, and their comment is, relating to 
‘revenue, “Revenue from carriage by railways in Canada 


e ' “Woe s " 
including traffic interchanged between domestic carriers", 


and I would presume, *tnerefore, this would include the 


carriage in Canada of international traffic. However, 


we will actively be making inquiries of the Dominion 


anknot Jasup yl on ima 
ated of bene mt tom on 
“dotsw ebloti terto eporesinn af ll story a2 a 
ten fLiw oud o 

voy tinedt? MAMAEAHO aie 


+ (btdeied) #1000 sie 


noodoaul 702 benawotbs ow nerw .9oashM tM ey ic 


dine — Pia 
ss 
7 


son Aes od sion gow I enoriw tatoy ons bereset ban I 7 


‘a 

os Bens ‘tes 

brs olga tmdue oie to. #& nodes anitssqess snorgesup 
doidw sided s. bos S.f S9u8qg of soltnetis’ HOY too1tb z 
noidesup aids aqeritet . Saag ont to god ae, Td anssaqs 
~tuoy o¢ asdt teitet sugednom 2M o¢ bedovnth ed blworle 


-ifse Sa 


oumevet 1 vedmuna .oi3 i wonnd ot satl bivorte I or a 


mOLt Sut BBO need esd fetoy sit at beviovalr aeLtn not 4 ba 


i ba | <i 


omasyg I- 8 egayno .SaCL .VI. 4084 teoqanay} yawLbah oe 


| 
| 
7 nh 

| 08 et poo rh ™ 
/ .tngtr ef teat : SEOATMON IM 
| shufoni weds yom ti seob .oe zited tea? Dp ‘o 
| ; . 
ue 
|. feliw.ot oftisit to egstevses sad at baquboaq polite aoe = | 


*eeaas t'ablyow esassromt aytnerteg ont 


i) 


muoO ofall on esqsriveg IT biluc' :FUOR THOM AM 
solteivete gucqanerT yswitsn i oved I basesrert enigizo 
ov. gaitsisx .at Insmnios dneis Oris bind og gnteelon 
Boas) at e¢éewltsy vd egpiita&o nowt seneyen" uneven’ 
“eatsiaiso oigaomob nsewisd begusrovetnkl oft tad antbe: a 


ont ebufont bivow aids .eyoisrsst pemwaeng binow t he 
. =, a / 


9vewoll -olViawd {snolianregnas Yo shansd nit | 


, 


oe ie 
= ony “WE 7 
ro =i 7 
“A Fo 


motntmod eit Yo gotstupet gntiem 9d ‘devitos 1 kw 4 


ANGUS, STONEHOUSE & CO, LTD. Magee, Montague, er-ex 10862 
TORONTO, ONTARIO (Cooper) 


Bureau of Statistics to find out whether or not this 
is included or whether they may have made an exception. 

Q. And the grain that Mr. Sinclair is asking 
about? 

MR. MONTAGUE: yes, 

Q. Now, I refer to your chart on page 4.2, 
and I would like you just to explain how it happens that 
the average revenue per ton mile exceeds the maximum 
permissible level of rates in the years 1946, 1947 and 
part at least of 19483; what factors are responsible for 


this situation? 


(Page 10865 follows ) 


aor . 


as # sgeg no: Jnsio THOY OF ie r woth 
tana aneqges a wort nbelgxe’ og tows, wor: oak i ee kg 
. muekxem onit: sbesoxe stim HOF n9q uneven : 
bre age diet BUSSY arid: al Bese to fever ¢ “ 


a0 eldtenoqaen S78 B109082 Jecw soles: to mie 


(ewollot. @G0£ 9989) 


ra 


i} 
| ) Ot aii 


ANGUS, STONEHOUSE @co.tto| Magee, Montague, cr-ex. 10865 
TORONTO, ONTARIO (Cooper ) 


MR. MONTAGUE: You must remember that the 
average revenue per ton mile is a statistic prepared 
by the Dominion Bureau of Statistics. The maximum level 
of railway rates is a line which is simply compiled by 
extending from a rate base one increase after another. 
Therefore, I think we cannot expect that these lires 
would react in exactly the same fashion. Remember that 


we are only referring here to an index, so that the 


average revenue per ton mile -- we may have proved that 
the railways during this period were able to increase the 
rate on some traffic that was not travelling at the 
maximum permissible rate. This would lift their 
revenues; consequently, our average revenue per ton 

- mile would go up but it would have nothing to do with 
coming to their ceiling, because a good portion of thei 
revenues are derived from traffic which does not go at 
ceiling. It is shifts in the revenue from that traffic 
vhich would give you increases or decreases in the two 
trend lines. I think the remarkable thing is that tihey 
follow so closely -- not that there are minor. differences, 
but they do move along so closely. 

Q. Whatever factors are at work up to and 
including part of 19/6 are reflected also in the broken 
line as it proceeds to 1958? 

MR. MONTAGU =: That s correct, yes. 

a I refer now to page 4.3, paragraph 9, 
and the sentence there reading: ’ 

"In fact, the problem areas of the railways appear 
to be in more in other fields, namely, passenger 


traffic, grain movements and operation of those 
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"parts of the system which are no longer patronized 
by the public. The solutions to some of these 
problems would be well in hand as a result of the 
efforts of railway management if public policy was 
more flexible in permitting modification of railway 
services to the new patterns of public demand." 
And then, again, in paragraph 10: 
"The solution to these problems lies in the cnourage- 
ment of railway management to exercise their 
judgment as to reorganization, and, when neces- 
sary, curtailment of these services," 
Has Canadian Trucking Associations any sugggstions as to 
legislative or other changes which might result in 
greater flexibility for the railways, in allowing them 
to modify railway services? 

MR. MAGEE: We have none to put forward of our 
own, Mr. Cooper. This is the view of the association, 
and just a general expression of our viewpoint. 

We understand the railways, themselves, are going to make 
some submissions on these matters: We may then have 
some comments that we will wish to put before the 


Commission. 


Q. But you have no specific suggestions at 


the moment? 


4. 


MR. MAGEE: Not at the presens time, no. 
a, Paragraph 11 on page 4.4, you speak 


there of psuedo-competitive rate practices, and I wanted 


to know what you meant by that phrase which occurs in 
the sentence, “the solution to the problem is not an 


os bipnkd Poy? CREE, 
array of growing subsicies, restriction on the railways 
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competitors, or granting the railways the power to 
monopolize traffic markets by psuedo-competitive rate 
practices." 

MR. MAGEE: Well, that would be a type of rat 
that was ostensibly a competitive type or rate but really 
had as its objective something more than meeting the 
competition ~- perhaps eliminating it. 

Q. Are you referring to agreed charges in 
this connection, or what? 

MR. MAGEE: Not to agreed charges, across the 
board. I would not want to give my answer in a way 
that I would be quoted as saying we cover all agreed 
charges with this statement. 

Q. Perhaps only to agreed charges when over 
50 per cent of the traffic is tied into the railways? 

MR. MAGEE: That might follow, I think, 
from our submission. It would cover some agreed charges, 
I think, from our submission. It would cover some 
agreed charges, some competitive rates. 

Q3 Page 4.5,Mce. Magee, paragraph 14: 

"Tf it is assumed that the present picture is a 
permanent one, and that no correction by free 
economic forces is possible, certain courses of 
action logically follow." 
What are those courses of action which logically follow? 
Have you in mind there government assistance, o7 what 
courses of action? 

MR. MAGES: Well, we just didn't assume in 

this submission that no corre setive action by rree -- 


let me put it this way: The correction by free economi 
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forces, in our opinion, is possible and is happening, 
and it is not possible for us to conceive that it cannot 
continue to happen. This refers to the competition, 
the growing competition of the trucks with the railways, 
and, as we pointed out in this section of our submission, 
that competition has produced a rate impact in regard to 
railways that differs vastly from the situation which 
existed in 1949 when, in fact, central Ganada did -- 

or, so it appears, from ow studies -- have a better 
deal in railway freight rates because of the intensive 
truck competition there than is the case’ na. 

Q. But you have assumed in this sentence 
that the —— picture might be a permanent one, and 
that no correction by free economic forces might be 
possible, and then, that being the assumption, you have 
referred to certain courses of action which would then 
logically follow: Now, could you indicate what courses 
of action would logically follow? 

MR. MAGEE: If no correction by free economic 
forces was possible, that is the correction that I say 
on behalf of the association has been occurring since 
1949 and is continuing to occur, then some other 
solution than correstion by free economic forces would be 
necessary. 

Q. What osher solution or solutions? 

MR. MAGEE: Well, one solution that hss been 
used is subsidies. 


Qe That is the course of action which would 


logically follow? 


«Tt 


MR. MAGEE: Not necessarily, in our view, but 
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2 that is one solution that has been used. Sometimes it 


Se 
Ww 


may be a subsidy and sometimes something else. 


4 Q. A subsidy or subsidies would be a 


es 


logical result to follow that situation? 
MR. MAGEE: That might be one result. 
Q. In paragraph 17 on page 4.6 you refer to 


the absence of an official index of railway rates: 


ee ee ee 
(oe) ~ fon 


In your opinion, should am official index of railway 


9 rates be produced and maintained, or has the association 
10 got any views on that point? 
MR. MAGEE: Well, we have not formulated any 


views on that point. I have a letter on the subject f 
the Dominion Bureau of Statistics asking for our 
views, but, because of the manner in which we have been 


tied to our preparations for these hearings, we have 


an 


not had a chance to deal with it yet. 

16 @. I wants to turn now to page 4.9, paragraph 
17 30, where you state that the ton mile is the only measur 

of the railways' or any other carrier's work which takes 


into account both the volume of traffic moved and the 


@istance moved, and in terms of inter-carrier comparison 


ee 


such a measurement comsains many s.uorvcomings, Since 


does not take into account the rovte-length pattern 
22 inherent in the careiers' operations nor dualivy-of- 
23 service aspects: Would you mind indicating to the 
24 Commission just whas$ you mean br ‘»oute-length nattern 
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inherent to the carriers! operations. ? 
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I give you an example: Take an ore carrier carrying or 
over a long distance; he immediately builds up a very 
high figure for ton miles because of the heavy commodity 
and the long distance, If this measurement is applied 
to him, it really distorts, we submit, his picture in 
regard to the importance to the community or in regard 
to his relative value of stature as compared with other 
elenents in the transport industry. So that, what 
we are saying here is that there are carriers who, by 
the very nature of their service, offer a very long haul 
service or they offer a service which carries a bulk 
commodity. Under the ton mile measurement, that carrie 
position will appear to be of great importance, whereas 
there may be another carrier who carries an equally 
important commodity to the community, and carries it 
a short distance, and it may be a light commodity, and 
this is his route pattern. His position is relatively 
understated. Or, to give you a final example, we have 
the carrier who carries it 1,000 miles, and this is his 
portion of the service, but, equally important is the 
carrier who then carries it 100 miles. It may be 
the same commodity, and how do you evaluate the service 
to the community cf these two carriers? The ton mile 
does tend to overstate certain positions, and it is 
susceptible to overstating 4 route pattern that may be 
a greater distance, and it is simply the nature of the 
service this carrier is giving. 

The second part of that question - "Quality 
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For instance, what value is it to a customer of a 
transport service that he have his commodity at such and 
such a place at such and such a time, or what value is 
it to the community or customer that he be able to phone 
and direct a pickup of the com modity at such and such 

a time, giving him great flexibility in terms of service 
-- in terms of his ability to move his goods? MThid is 
what we are getting at -- ton mile, as pacasen different 
carriers, cannot really indicate the correct -- 1t moul 
not be used as the sole measure of how important one; 
carrier is as against another. | 

Qe ‘In terms of seryice to the economy? 

MR, MONTAGUE: That is right. 

Q. I presume it would never be possible to 
get any measurement which would accurately reflect the 
quality of service aspects -- statistically? 

MR. MONTAGUE: Well, we have discussed this, 
and I think we agree generally with what you are saying, 
and we tried to show you a number of comparisons, as 
we did in the previous section as to the relative 
importance of the two major transport media in Canada 
today. I should refer your earlier question to this 
section 30: In section 30 we are saying, even within 
our trucking industry there are certain carriers whose 
ton mile position will be naturally very high, but we 
could not say this man was more important to the indussry 
or his contribution any greater, because it may be hic 
pattern of service, and his route pattern is such that he 
naturally builds up a very Nigh ton mite figure, 
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- 10872 
and, say, carries general merchandise, his ton mile 
figure would be much lower. We are trying to illustrate 
that, even within the industry, there are limitations; 
but, as we go on, we feel that it still is the best 


measurement available. 


(Page 10875 follows) 
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Q. Thank you, Mr. Montague, 

I turn now to the table 4.11b and I notice 
that the figures for 1951 insofar as they consist of 
the figures entered for "Canada, all regions", are 
based on a three-day sample in1951. Why not the 
four-day sample for that year? 

MR. MONTAGUE: Well, this is an answer I 
should give; this will be explained in the Waybill 
Analysis and if you would like to go on with your cross- 
examination I will prepare an answer for that. 

Q. Do the revenue per ton mile figures 
shown on 4,11b relate only to revenues received from 
traffic subject to Canadian rate increases? 

MR. MONTAGUE: It is limit4d to traffic as 
defined in the Waybill Analysis and I understand that 
traffic is limitei to Canadian traffic. I stand to be 
corrected there, but our source here is the Waybill 


Study, and I think it is limited to Canadian erariic, 


Q. Solely a waybill figure, whatever that 
shows? 

MR, MONTAGUE : Yes. 

Q. J am going tomove on now to pase 4.17, 
paragraph 54. Perhaps this question has been raise 
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of corrective action by the government for regional 
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workings of natural competitive forces," 
How can this best be done? 

MR. MAGEE: Well, it is difficult to -- it 
has to do with subsidization and to deal with different 
types of subsidy that now exist in Canada for the 
railway you cannot put them all on the same basis. In 
our opinion, they must all be paid, for instance, to the 
shipper. You have to take each problem as it arises 
and assess the particular circumstances there, but we 
do say that if you single out one form of transportation 
in a competitive transportation environment and select 
it as a designed instrument for subsidization for the 
federal government, then you are disturbing the workings 
of natural competitive forces. 

Q. That leads on to section 5, the subsidy 
problem. I turn first to paragraph 8 of that section 
on page 5.4, where you state: 

"Subsidy can be justified but only when it 

is the sole means of implementing a policy which 

is in the*public interest.” 
Now, that is your condition for the payment of @ subsidy; 
is that right? 

MR. MAGEE: That La°* correct: 

Q. Now, as to the method of payment, do I 
understand the position of the Canadian Trucking Associa- 
tions generally with respect to this question to be this: 
if it is necessary to pay subsidies they should never be 
paid to one carrier to the exclusion of other competing 
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carriers but to the shippers? 

MR. MAGEE; Yes, I think that generally sum- 
marizes our position very well. 

Q. I am attempting in putting this question 
to you, Mr. Magee, to summarize for the benefit of the 
Commission as clearly as I can your position on ¢he 
subsidy problem and particularly as to payment of sub- 
sidies as contained in section 5. I should be much 
obliged if you would tell me if I have stated it cor- 
rectly? 

MR, MAGEE: Yes, I certainly think that is a 
correct summary of our position. 

Q. you go on in that section to discuss 
principles of subsidy policy and you state that a subsidy 
should be self-liquidating. Does this mean that a 
subsidy should never be granted except for a limited 
period of time, or should never be granted except in 
amounts which are declining from year to year,or just 
wnat do you have in mind by the use of self-liquidating 
principles in addition to what you have said about it 
in the subparagraph? 

MR, MAGEE: Yes, I think it is really vied in 
with No. 2 of that part on page 5.5 where we sev that 
the Subject should always be subject to review. We think 
that where subsidies exist in transportation they should 
pe checked periodically to make sure that the problems 
either do exist and the subsidy is still necessary, oz 
perhaps the problem has been alleviated ana the subsidy 


ean be removed all or in part. 
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Q. Well, perhaps 1 and 2 subparagraphs 
could be combined by saying that a subsidy should always 
be subject to review with the object of its elimination? 
MR. MAGEE; Perhaps Mr. Montague would like 
to comment on that. 
MR. MONTAGUE: Yes, I would like to comment 
on that. What you say is correct but I do not want to 
create the impression that we operate without the idea 
of a subsidy being self-liquidating. I think we have 
missed one of the points we were driving at in regard to 
that statement. 
A self-liquidating subsidy is a subsidy that 
is corrective, that over a period of time may improve 
the situation which commanded that che subsidy be brought 
into creation. An example of a self-liquidating subsidy 
could be a subsidy, for instance, if you gave a subsidy 
to improve railway plant. Now, that is a subsidy which 
would be self-liquidating in that by improving the plant 
you would improve the efficiency of that railroad and 
you would be generally attaeking the problem which brougnt 
on the need for the subsidy, whereas if you simply apply 
@ subsidy to rates you leave a status quo, so far as 
the industry is concerned you leave it intact anda there 
is no attempt at a corrective change. So, a self- 
liquidating subsidy in our minds is any subsidy which is 
directed to curing an ill. It would be a subsidy, per- 
haps, to assist industry in a particular area, to assist 
the improvement of plant or a subsidy to improve a road 
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amelioration of the situation which brought about the 
subsidy in the first place, 

Q. Do I understand that the subsidy to meet 
with your standards should always be of that type, self- 
liquidating? 

MR, MONTAGUE: We think this should be a first 
rule in looking at a subsidy. We are assuming that a 
subsidy, or a need for a subsidy, is brought m by a 
particular situation. What we are saying is,the subsidy 
you design to cure that situation should always have 
in its mind or should have in the minds of its creators, 
"What are we doing here? Are we in fact improving 
the situation by this payment? Are we in fact improving 
the plant equipment or the efficiency of the general 
operation?" I do not want to limit it simply to the 
question of efficiency; it is a question of curing the 
111 in a permanent fashion and how much preferable in 
our mind it is to make a single payment to improvement of 
plant or equipment, or what have you, rather than pay 
an annual payment to hold the rate down. This is the 
point we are driving at. 

To refer to your question, it should be the 
first consideration, "Is this subsidy in fact designed 
to cure the 111", and if in fact you find you cannot 
define a subsidy in this fashion then you must go on and 
attempt to approach it from a different point of view. 

a. Commencing at page 5.5 you make an examina- 
tion @ the existing truck subsidies in Canadian transpor- 


tation and the first subsidy which is examined is the 
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Maritime Freight Rates Act subsidy. I want to get it 
clearly on the record the position of the Canadian 
Trucking Associations as succinctly as I can with respect 
to the Maritime Freight Rates Act. Do I understand the 
positiond the Canadian Trucking Associations on this 
point to be this, that the Maritime Freight Rates Act 
should be amended to include movements within and from 
the select territory by for-hire intercity carriers? 

MR, MAGEL: That.is correct, 

Q. That is your submission with regard to 
the Maritime Freight Rates Act? 

MR. MAGEE: That,is, eorrect. 

Q. You mention on page 5.11 in paragraph 23: 

"There may be several reasons for the state 

of the trucking industry in the maritimes.’ 

This, as revealed by the table preceding paragraph 23 
is not in as flourishing a condition as in some other 
provinces: 
"undoubtedly, road conditions, industrial and 
commercial development and density of population 
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are important factor 
How significant a factor 4g road conditions, end I incluce 
in that bridges and road conditions generally in the 


maritimes throughout the area? 
MR. MAGEE: Well, the road conditions were a 


much more significant vactor in the past than they are 
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now. The road conditions have improved a great deal; 


there has been a very substantial improvement in road 


conditions in the maritimes. Il cannot give you a 
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percentage allocation of it as a factor here, 

Q. Well, I am not asking for any percentage 
allocation but I wanted to know whether the Associations 
in its inquiries into this matter find that the road | 
conditions generally there are significantly below the 
road conditions in other provinces in so far as trucking 
operations are concerned so it restricts the operation 
of the trucking industry in the maritimes to a degree 
significantly greater than any restrictions in other 
provinces. 

MR. MAGEE; Ido not think I am well versed 
enough in bridge problems and Seiaekes and weight 
limitations and what not to go beyond what I have said. 

Q. On page 5.14, paragraph 32, you are deal- 
ing there, or you mention a small group of intra-provin- 
cial firms in the trucking industry whose movement of 
a commodity has long been aided by a federal government 
subsidy paid to the shipper. What group is this, and 
wnat is the commodity involved? 

As Those are the truckers hauling feed grain 
in the Province of Ontario, “ir, Montague may have 
something to add to this, but Pere should point out 
that our reference her2 is not citing tne feed grain 
subsidy as a precedent for federal subsidization of truc- 
kers because that feed grain subsidy might end tomorrow 
so far as we know. [t is carried on by order in council. 
We only raise the point to answer the Interdepartmental 
committee's belief that a problem of jurisdiction would 


arise in extending the maritime freight rate subsidy 


veh 7 | a : 
: a 


egsinsorsq ys TOT wetland saiteadaae , 
angtistoosaa odd vordedw won od bednew D dud motssoo! 


ie 

peor sed tend bat t9dcem slot o§mt wetttvpat edt at | 
— ; 

aid wofsd yitnaoltingte ors sierd yiletsneg snnteniiee 


gn tibosdt ab 18 of ab weontvorg ishto af anotetbnge:bsor 


fotisysao end atetageon Ji ee bentsones: nonenie 
estgeb sod semivicam edt al yrtaubat ania orig 10 
ysntio nt aaron debegane ( ys seit se yitasoriingta 
-asontivotg 
beexov ILew m& I antdt ton ob IL ‘sOAM aM wy BAP 
tigiew bas eetolfog bas ameldong exbind nat sgyons 
Lbtse oved.I dsiw broysd op o¢ You sad bas @nottadimty | 


«~£L89b eta voy .S& Aagqsessaers¢ eg sasq 20 9 


7 
‘eo 


-nbyord-siini to quory lisme s coivaem voy to ,eredd gat 
to gtnems vom. ssonw yertesuibet gitrourt ent nt emt? Isto — 
jnemrasvoy [stabet s yd bebis netd anor esd yttbommoo s 
brs ,2eidd ef quoig Jsaw .tsqqine eft ot bieq ybhadue 
SpevicvnlL yshbommoo end at Jacw I 

wibayy best gnilvad ersvdourd sad sve seed? a. 
SVAN Ys .~ugsti6M at .olvednO Yo seakvord ond mt 

Juo dniog biucha agsrixeg x Jud ,ahae of Shs oF gaidsemoes | 
nists) 699% onc unidts, Jom af even @omsueiet t1H0 santd 
-9iirF To piitechiieheua lexrsbes «ol sashesetq a a8 ybied 
worromed bane digim ybtadve abeng best vsct eauseed e798 7 
~[ioasion ni vebro vd oo heisiss RE th Worm ow 65 182 08 
(atnendasgebistnt sit vrowens o¢ Intoq ont eetat yino my 

i 

bivow nolvotbetit to meidowg @& tand Telied «ess - 


ybiedus sgsai diteter} substan ons aakbavsxe 4! 
in 7 oO 


ANGUS, STONEHOUSE & CO. LTD. Magee, Montague,cr-ex 10882 
TORONTO, ONTARIO (Cooper) 


to truckers. Now, we assume that there will be no 
jurisdiction problem in their mind in regard to inter 
provincial truckers, and we feel that what the inter- 
departmental committee must be worried about was intra- 
provincial truckers, and we, for that eae mention 
this group of interprovincial truckers in the Province 
of Ontario wno indirectly are the subject of this 
subsidy which is paid to the shipper. 

Q. You go on next to the bridge subsidy. 

THE CHAIRMAN: Pernaps this would be a good 


time for a short recess. 


---Short recess. 


(Page 10895 follows) 
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Q. Mr. Magee, on page 5.14 and succeeding 
pages, your submission deals with the bridge subsidy, 
and, as in the case of the other subsidies to which I hav 
referred, I should like to get the position clearly on 
the record of the Canadian Trucking Associations with 
respect to this subsidy. 

Does Canadian Trucking Associations recommend 
the abolition of the bridge subsidy? 

MR. MAGEE: We haven't actually recommended 
its abolition. We haven't been able to convince 
ourselves that it is a very valuable subsidy, and it 
seems to be developing some problems which concern 
us. The Board of Transport Commissioners so far has 
kept the rate reductions confined to non-competitive 
rates of the railways, although, as I understand the 
section of the Railway Act which covers the bridge 
subsidy, they could, in administering the subsidy, apply 
to competitive rates and agreed charges. They haven't 
done that yet, but if the non-competitive traffic grows 
smaller, and they have $7 million to deal with, it 
is going to create some pressures in regard to the 
expenditure of that $7 million. There may be some 
very undesirable results for the east-west trucking firms 
in that the Board may have to consider, as long as the 
subsidy remains in its present form, confined to the 
railways, whether they are going to subsidize the agreed 
charges or make the subsidy payable on agreed charges and 
competitive rates. 

Q. But as the subsidy now is applicable only 


with respect to non-cometitive rates, what adverse effect 
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does it have on the trucking industry? 

MR. MAGEE: Well, our position is that there 
jis no such thing as a static non-competitive rate segment 
of the railway rate structure; it is constantly decreasin 
under the impact of truck competition. As the railways 
substitute competitive rates and agreed charges for the 
non-competitive rates, and so we say in our brief, and 
it is our position, Mr. Cooper, that all traffic, even 
if it is being hauled today under non-competitive rates, 
is potentially competitive, and therefore the payment 
of the subsidy on that traffic and the movement of that 
traffic, freight rate reduction subsidy, is of concern 
to the trucking industry. 

Q. In other words, if I understand you 
correctly, your position is that any non-competitive 
traffic which is subsidized might become truck traffic 
if the subsidy were abolished? 

MR. MAGEE: That could happen, yes. 

Q. That is your oddebi on ath respect to the 
bridge subsidy, that that non-competitive traffic, if 
the subsidy were removed, might become available to the 
trucking industry? 

MR. MAGEE: Yes; and we believe that in Canada 
under our free enterprise system it should be available t 
the existing competitive forms of transportation. 

2 On page 5.16 and the following pages you 
deal with the Freight Rates Reduction Act, and in 
paragraph 36, you refer to the effect which the Freight 
Rates Reduction Act had on the trucking indussry or on a 


number of truck operators in the province of Quebec. 
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MR, MAGEE: Yes. 

Q. And you mentioned that a number of truck 
operators in that province experienced, from the subsidy, 

a direct impact on their rate structure? 

MR. MAGEE: Yes. 

Q. How many operators in Quebec were affected 
and what was the impact on their rate structure and: the 
severity of it? a 

MR. MAGEE: I can't give you the actual number 
of operators and what effect, but I must say that here 
I will answer your question a little further, but I am 
in some difficulty because I discovered the other day 
that my colleague Mr. Archambault was in Tokyo attending 
the annual convention of the Japanese Trucking Association, 

Q. Even in Japan? > 

MR. MAGEE: Even in Japan. So I have not been 
able to assemble the information which I certainly expected 
to have in answer to that question, and certainly we 
expected to be asked the question. But there were truck 
operavors in Quebec, according to the report that we 
received from our association there, who were hauling 
traffic at the same rate level as the railway non-competitive 
rates, and for some reason the railways have not dealt with 
the truck competition or not recognized it by putting in 
competitive rates, and when the subsidy went into effect 
those rates were redveed, and quite naturally the truckers 
felt that as a competitive impact. 

Mr. Montague has received from Mr. Roy, who 
appeared before the Commission in Quebee City, some 


information which does not give the complete answer to 
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your question, and we certainly will get the remaining 
information as quickly as we can, and I would ask 
him if he would tell you what he has. 

Q. Thank you. 

MR. MONTAGUE: We have received a memorandum 
which sets out the particular tariffs which the Quebec 
Trucking Association claim have affected truckers. 

Now, there is no information here as to the truckers 
affected or as to what particular traffic under the 
tariff was affected. However, the information we have 
is available and it consists of a list of tariffs which 
incurred the reduction as a result of subsidy and which 
in turn caused the truckers moving the same commodities 
to reduce these rates. 

Q. Perhaps we will keep it this way, Mr. Magee 
that vou will furnish such information to the Comnission? 

MR. MAGEE: Yes. I should make it clear 
to the Commission that the statement is made on the 
basis of a statement of information to Canadian Trucking 
Agsociations by the trucking association of Quebec, and 
I am sure that they will be able to supply the substantiat- 
ing of the information. 

MR. HUME: I wonder if I could ask my learned 
friend, Mr. Cooper, if it would be convenient for hiin 
to put on the record the extent cf the infornmavion 
requested, because I inow from previous expericnece that 
these things can get lost or missed, and if you would 
give the particular information you require that would 
ereatly assist us in setting that information for you. 
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MR. COOPER: Well, first, the number of truck 
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operators in the province of Quebec affected by the 
situation outlined in paragraph 36 on page 5.16, and 

the commodities concerned, and a statement as to the 
losses sustained by those operators as a result of the 
impact upon them of the rollback under the Freight Rateg. 
Reduction Act. 

MR. HUME: That Will be very helpful. 

MR. COOPER: Q. Now, you deal with the 
proposed subsidization of the Crow's Nest Pass rates 
commencing at 5.18, and I only want to put one or two 
questions to you, Mr. Magee, with respect to this 
section of your brief. 

If the rates, that is the statutory rates, 
for the movement of grain to export positions in western 
Canada were doubled, could the trucking industry compete 
with the railways for that traffic, or would they require 
more than doubling before the traffic would become 
competitive? There may be an answer in your paragraph 
47, but I should like you to deal anyway with the 
question. 

MR. MAGEE: Yes. Mr. Montague has been 
studying this matter for us, and i wonder if he could 
answer that question, Mr. Cooper? 

VR. MONTAGUE: TI believe there are other 
factors which are of more importance than rates, believe 
it or not. That is, this rate is an exceptionally 
low rate, and any increase will, of course, assist a 
competitor in at least attempting to get the traffic. 


But there are other important factors present in the 
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western grain situation, and these relate to the orient- 
ation of the western grain industry to the carrying of 
grain by rail. Now, it is our opinion that if, in time, 
a significant breakthrough occurs which would introduce 
some form of truck transport into that export grain 
carriage, this would be the most important thing that 
could occur for the carriage of grain by truck. It 
wouldn't be the simple doubling or quadrupling of the 
rates, because if the shipper chose to alter this way 

of handling this traffic there would still be no truck 
movement of that traffic. So I don't think the question 
is jut as simple as you have put it, that is if we 
double or triple the rates would we be able to compete 
for the traffic. I can give you an idea of how 

trucks have competed for traffic of this type in the 
United States, and there they have found that not only 
hav the trucks met the rail rates but, on the average, 
Be was informed in Washington, the truck rate was about 
25 per cent under rail because of truck competition, and 
frequently the truck rates, because of truck competition, 
for a particular traffic, would be as much as 50 per cent 
under the rail rate. 

Now, we must remember that those rail rates are 
exceptionally high, but it gives you an indication of 
how competitive the tick transportation in the United 
States can be for this comnodity. But could we say 
if we doubled the rates could the trucks carry this traffic? 
Tt can't be said, because it is the nature of the imust 
itself which offers difficulty in answering that question 


Q. Assuming that the industry would turn to 


iy 


-tnatto oct ot etatsx svedt pt acersieea- 
omkd it tt 5 tt iilead Ae ae ae 
soubortnt Siiuow dotlw sxtioo aes nee 
ater trogxe Jedd otal dcomarent tour Yo eet | 
jadt satdd tnsdroamt daom silt od bloow efit east an | 
st otoind ge até, Yo ogshtves Sat a0) auose piyoo |, 

ent Yo. antiquerbserp vo paifidueb siqmie ody ed d'nbiuow | 
yew Sid? oda of eaoto reqytde odd Yt semsosd essen if 
sound on od £ftda bfvow overly ofttert add guttbman ao 1Or 
no Bite antp oat aiatdt t'noh TI o2 .orvtatd tend 46 Yoemevom r 
ow it et Jadt .¢t dua wel voy ts Siquite ee Pay Sr” 
stoqnoo ot sides od ow bivow usted sat ofgene to elduob 
wo Io sabi ns voy evrlg aso | ~ olbttert ‘edt Dt sd 
edd at eqyd aldd to oftier? 102 beteqnoo ever exouyt | 


yine ton vedt bavot oved years srens bas wistade bedia 
Sga19vs Sit no dud aoten Lies oft dem vlouad “odd ‘erad 
dyoda caw oder xowtd ant -aodartteBW at omer ssw | 
Has ,acitivsonos Mowrt to savaced [ist webray tree T8¢t @s_ 
.c0. Witeqmoo dovtd To sensoed ,esetet dowry ong yitneupert — 


: 
: 
4 


duee soq C2 ss fiom: se od bluow oftier? aelveltiueg s sot 


(* 
7 
|. 
, 


.oder flev ont tebar 

1s setsit Cian esodt tedt tedmemer Jaum ow .wol ~ - 
to aotteothbal ae voy eavig di dud .dAgid yileaotiqsoxs 
hegieov end ai noMedsoqenaad aon edd evtdtivedmos wor: 
vse ov biubo. gw .Yethoumoo abit cot od Wee eesase 
Tiss sidd yrso evourt st blues ests sit beldnod ow tt , 
werk edt %o oturten ent et tk savsted .htne of d'nao t 
Golde oup tend getvewads at yslvolttibh eratto dottw Qeadt 
oy nut bivew yudavbat ett Jadé gatowaed «9 7 


ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, creex. 10891 
TORONTO, ONTARIO (Cooper 


the cheapest form of transport they could get, upon that 
assumption, can you be any more specifie? 

MR. MONTAGUE: Yes, if the industry could 
adjust and the rates increased and there was a freedom 
within the industry to move to any form of transport the 
industry chose, we believe that a certain amount of truc 
traffic woulda develop for that grain movement. 

Q. “At what point? 

MR. MONTAGUE: Well, again, I can only say that 
it will be a very competitive rate; it could vary at a 
level of 25 per cent under the rail rate or 50 per 
eent under the rail rate. The point is, what are the 
economics of that truck operator's operation? If he 
can go back unloaded he can afford to carry that at a 
very low rate. 

Q. Can we say about a doubling of the present 
rates on the movement of grain to export positions? 

MR. MONTAGUE: Well, I don't think I am capable 
of answering and saying that at any particular point thi 
bratfie will oceur. Certainly, as soon as the rate 
got to a level at which it would attract truckers, and 
there is freedom for them to get into it, they would 
get into it. 

Q. You couldn't tell what that level would 
be? 

MR, MONTAGUE: No, I don't believe I could. 


I think it would be impossible to state. 


(Page 10895 follows) 
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ANGUS, STO “ 
corerecionpeiveeei sai Magee, Montague, cr-@x 10895 


(Cooper ) 


MR, SINCLAIR: Mr. Chairman, I notice in 
the transcript when Mr. Hume was introducing this 
evidence that we could look to Mr. Montague for 
some information in this regard, and I was looking 
forward to the Canadian Trucking Associations coming 
forward and assisting the Commission by saying what the 
cost per ton mile would be on various lengths of haul 
for the movement of grain, having in mind, as Mr. Hume 
indicated at other times, tney would be prepared to 
take the same kind of obligations as on the railways =~ 
that is, to leave their trailers at the head of the 
lakes for as much as 93 or 100 days, and give grain 
priority, and would be prepared io abaeid after peaking, 
all these things calling for substantial difficulties 
and involving a one-way movement of substantial ton- 
nages -- that is, coming back empty. I noted that 
Mr. Hume promised us this, and I thought this was the 
time. | 

THE CHAIRMAN: Well, I think you can follow 
that up in cross-examination. 

MR. SINCLAIR: T will be glad to. 

MR. HUME: Mr. Chairman, I would hate to 
leave the statement of Mr. Sinclair on the record. 

I at no time ever suggested that the trucking industry 
would be willing or able, or would it be possible, to 

leave its vehicles for any length of ‘time. toudid say 
40 Washington and had some infor- 


Mr, Montague had gone 


mation, and I hope inj friend's question can be. answered, 
3 t 


but I gave no such undertaking. 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr-ex 10896 
TORONTO, ONTARIO (Cooper ) 


THE CHAIRMAN: What are the facilities at 
terminals to take deliveries from trucks? 

MR, MONTAGUE: As far as I know, there are 
no facilities now at export terminals for truck unloading 
of grain, in Canada. 

MR. MAGEE: That 1s not, in our opinion, a 
reason for not giving this very careful consideration, 
We have had this very same problem in tht Montreal erea: 
in the movement of some types of grain there, and there 
is an annual tariff hearing by the Board of Grain 
Commissioners, and certain of the elevator companies 
have come each year to the hearings and asked that the 
trucks be prohibited, by the Grain Commissioners, from 


taking delivery of the product because they are a 
| 
| 


nuisance, and the Chief Commissioner at the second year's 
hearing, told these gentlemen the Board had no intention 
whatever of issuing any such order, that the trucks 
were here to stay, they were coming into operation, and 
it was a form of transportation that had to be recognized 
and they would have to sdjust their facilities to take 
care of deliveries to trucks. 
MR, COOPER: ae The situation in Montreal 
is the situation you refer to on page 3.10, paragraph 2% 
MR. MAGEE: Yes. 
Q. At the top of the page: 
"| as an example, the service charge for 
unloading grain to teucks in Montreal is higher 
than for railway cars ...'. 


Is that correct? 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, er-ex 10897 
TORONTO, ONTARIO (Cooper ) 


MR. MAGEE: Yer. 

Qe Is the situation the same in other 
eastern Canadian harbours, or is it confined to Montreal? 

MR. MAGEE: We have never had to deal with 
the situation in other eastern Canadian harbours, and I 
am not aware of the situation there, The Board controls 
the delivery rates into railway cars and into trucks; 
it sets the tariff of the elevator companies -- the 
tariff that they may charge for the delivery of the 
product into the railway cars and trucks, and about three 
or four years ago they increased the rates for the hand- 
ling of the products into the trucks. They jumped from 
about 100 per cent over the rail rate handling charges. 
That brought us into the picture for the first time, and 
at the tariff hearing that year we made a submission, and 
the Board removed the entire increase it had put in in 
its Decision, The next year they raised the truck 
handling rate a certain amount,but it wasn't a tremendous 
increase such as had been made originally, and there is 
a bit of a differential now between rail and truck. The 
elevator charge from the elevators into the railway cars 
is lower than for trucks. 

Q% I turn now to page 6.2 where you deal in 
your submission with agreed charges --- 

MR, MAGEE: Mr. Cooper, I wanted to add one 
comment, if I could, about your question about the ability 
of the trucks to handle the grain, if the rate went to, 
say, one cent per ton mile: having regard to the size of 


the compensation that the railways are asking for in regar 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr-ex 10898 
TORONTO, ONTARIO (Cooper ) 


to the movement of the statutory grain and the statement 
that have been made by their own witnesses, which 
indicate that this will free a substantial amount of 
revenue for competition with the trucks, we do regard 
the proposed subsidy in the Crow's Nest Pass rates as 

a very important matter, and we would hope, even if we 
could not at the present time say the trucks could 
haul grain at one cent a ton mile, that the Commission, 
if it recommended a subsidy to deal with this problem, 
would bar the trucks from that situation, because the 
technological developments in the trucking industry 

are so great and are occurring 50 fast that it is 
impossible today to make any statement about what may 
happen several months from now. I think the members 
of the Commission who are familiar with the development 
of the trucking industry know that. We regard this 
$70,500,000 subsidy as an extremely serious problem, 
and that is why we hope that even if,it.coulid be 

said in theory that the trucks could not move it at 

the rate of one cent a ton mile, because it would not 
be economic, it would not be economic today, perhaps, 
put that the Commission would realize that developments 
could occur that could make it economic and cause 

great pressures to arise because of the trucking 
industry being frozen out of the movement of that 
craitdc x It is the growing trend of railroad subsidize 
sion in all its forms that has very seriously affected 
the trucking industry, and tuat is why we reacted so 


strongly to the apparently innocuous $20 million subsid 
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RSF: J eae <2 Magee, Montague, cr-ex 10899 
(Cooper) 
last year. This was No. 3 ina growing list, and now 
comes No. 4, We are not arguing against the railways' 
basic thesis,ourselves. We haven't made any study of 
the cost of handling grain, but it is becoming quite a 
tidal wave of subsidies all across Canada, either 
existent or proposed, in which the railways are the 
chosen instrument for the help that is being given to 
the shippers, and that concerns the trucking industry ver 
mucn. I just felt I should say that. 

Q. Yes. Mr. Magee, as I understand it, your 
Associations' position with respect to the payment of 
any subsidy for the movement of grain under statutory 
rates is that any such subsidy should be paid direct to 
the shippers? 

MR. MAGEE: That is correct. 

Q. Moving to the paragraphs dealing with 
agreed charges, I understand that the trucking industry 
does not use the agreed charge principle in its rate 
structure, and that there are reasons for that: would 
you comment on that, plesse? 

MR, MAGEE; I would not say that all trucking 
companies -- and I am taking the words "agreed charges" 
to be the railway style of agreed charge with a restrictiv 
covenant that a certain amount of traffic must move 5" 
the vehicle in order to get the low rate -- I would ey: 
say there are none of these agreed charges in the 
trucking industry. I believe there are a few, 

Q. There are a few agreed charges in the 


trucking industry which tie in the traffic to the 
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ANGUS, STONEHOUSE & CO. LTD. Magee, MOKEASME., comer. cic 
TORONTO, ONTARIO (Cooper ) 


particular company concerned? 

MR. MAGEE; That is correct. 

Q. To what extent is traffic tiled into those 
companies in the trucking industry, who have agreed 
charges? 

MR. MAGEE: Well, I understand that, much 
on the same basis as the railways, there are very, very 
few of them because it is not possible, normally, for 
a trucking company, because of the economic conditions, 
to make those kind of contracts, but I thought I should 
volunteer the information that a few of them do exist. 

Q. Do any of them go as high as a 100 per 
cent tie-in of the traffic to the trucking company? 

MR. MAGEE: I don't know for sure, but I 
don't see any reason -- it is possible. 

Q. You have no precise information as to the 
percentage of tie-in to any trucking company? 

MR, MAGEE: No. I have been trying to find 
out something about this problem because I wanted to 
deal frankly with it when we came to this section. 

Q. Moving on to page 6.5, inparagraph 13 
you state: 

"The ease of entry and exit, whether or not it 
was true in the past, is definitely not true 
today." 
You are dealing there with an analysis of the trucking 
industry made by the Honourable Mr. Turgeon who made 
that point in his analysis? 


MR. MAGEE: yes. 
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(Cooper ) 

Q. | Would it be true to say that there is 
comparative ease of contraction and expansion of 
capacity within individual trucking firms4 

MR. MAGEE; I don't think that is true of 
the more substantial trucking firms. I think they 
react, from their financial standpoint, just as quickly 
as the railways do -- the railways, of course, in a 
much larger way -- as an indicator of the amount of 
traffic that is moving. 

MR, HUME: Mr. Chairman, may I ask whether Mr, 
Cooper has reference there to the route coverage, or the 
equipment? There are regulations with respect to routes, 
and it is two separate areas, and I didn't want whatever 
he asked not to be properly answered, 

MR. COOPER: I had, really, reference to 
contraction and expansion of capacity. 

MR. HUME: Well, if you mean routes -- that is 
capacity to serve greater or larger areas, and you are 
aware, of course, of the route restrictions in licences, 
and this is not necessarily an easy or difficult thing, 
depending on the attitude of the regulatory Board. 

MR. COOPER: I wasn't thinking of contraction 
and expansion of routes, as such, but of the vehicles 
used to serve the same number of routes. 

MR. HUME: Well, then, I think it is clear. 

MR, COOPER: Q. Would you agree, or what is 
your view with respect to ease or otherwise of expansion 
and contraction of capacity within individual trucking 
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place between Mr, Hume and myself? 

MR, MAGEE: I would say that in the case of 
a well-established trucking firm that has built up a 
large, efficient organization,that any precipitous 
decline in traffic that may be caused by an agreed 
charge, or some other cause, would be a very serious 
problem to that company financially. 

Q. But that company could -- or, perhaps, 
what you are saying is that it could not with any ease 
contract or expand its capacity; if it had to contract, 
the financial consequences would be very severe? 

MR, MAGEE: It would have to contract if the 
traffic wasn't there; the vehicles would just stay in 


the yard and would not move, 


(Page 10905 follows ) 
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Q. Well, in any event, what you are saying 
is that the financial circumstances would be very severe, 
then, and therefore you think that ability to contract, 
as a practical matter, is not there to any significant 
degree, 

MR. MAGEE: That ‘1s right. 

Q@. At paragraph 23 on page 6.8, you have 
a submission there that this aspect of agreed charge 
contracts should be controlled by law so that it would 
be illegal for such contracts to contain any clauses 
which would require more than 50 per cent of the shippers 
traffic to move by the railway. Now, wouldn't, say, 

75 per cent be sufficient protection or 85 per cent; 
why 50 per cent particularly? 

MR. HUME: Because we didn't think we could 
get 4o,. 

MR. MAGEE: Fifty per cent is the instructions 
of my Board of Directors, Mr. Cooper, and I think that 
is == 

Q. Perhaps it is a hopeful figure. 

MR. MAGEE: Yes, it-is a hopeful rigure, 
Perhaps the Commission, if it considered that this was 
a justifiable request, would consider a larger percentage 
than 50, but that type of limitation would eliminate the 
monopolistic aspect of the agreed charge that comes with 
the 100 per cent agreed charge, where all the traffic 
is tied to the railways for a considerable period a 
time. 

Q. On page 7.1, at paragraph 4, and also with 


reference to paragraph 3, you analyze existing inequaliti¢s 
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the trucking industry, and you mention, "The standard 
examples given by the railways are 
"the problem of the statutory grain rates; 
and 
"the problem of maintaining facilities which, 
because of the loss of traffic, are no longer, 
and could no longer, be made self-supporting." 
Are there other examples which could be given 
in addition to what you have called the standard examples 
there? I am thinking, for example, of the trucking 
industry's freedom from regulation comparatively with 
the railways, which oould be advanced as an additional 
reason for competitive advantage in the trucking industry. 
MR. MAGEE: Do you mean freedom from regulatio 
of a type that has to dc with competition? There are | 
many different regulations on the railway, some of which 
do not have any impact on the trucking industry or 
concern the trucking industry, although they may very 
we 11 concern the railways, but I was wondering if you meant 
the type of railway regulation that has to do with their 
ability to meet truck competition? 
Q. Well, I was thinking, actually, of what 
the Hou. Me. Turgeon said in his report at page -- it is 
reproduced on page 6.4: 
"The third advantage of the trucking industry is 
its freedom from regulation, and ... no one advocates 
the regulation of highway transport in the interest 
of the railways. ' 


MR. HUME: waat page is that? 
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MR, COOPER: Eb )is96.8. 

MR. MAGEE: I don't understand that reference 
by the Hon. Mr. Turgeon, and we pointed that out to the 
parliamentary committee on railways, canals and telegrap 
lines in June of 1955 at some considerable length. 

We dealt with the then existing regulation of the 
trucking industry. There was rate regulation then in 


the four provinces; Quebec, Manitoba, Saskatchewan and 


British Columbia, and control of entry into the trucking 
field ir quite a few of the provinces, including the 
two largest motor transport provinces in Canada, 
Ontario and Quebec. 

Trucking is not an unregulated industry, and 
I find it a little hard to explain that statement to 
yous 

"The comparative freedom from regulations " 

that Me. Turgeon uses. 

Q. Ag reported on 6.4, it says: 

"Me third advantage of the trucking industry is 
its freedom from regulation, " 

and that is not in quotes, but I presuwne it is -- 

MR, MAGEE: If you go into the province... of 
@ucbec, you will find that we have a conpetitive inaustry; 
competitive both with itself’ ana the reilways and it is 
a strictly regulated industry. 

Q. It is my understanding that it is not 
regulated to the same extent as the railways; there 
ape matters about abandonment of lines and discontinuance 
of? geryvices which are ~- are there any comparable regui- 


ations and restvictions controlling the trucking industry? 
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‘MR. MAGEE: Well, if a truck operator goes 
into bankruptcy it is true that he just stops, regul- 
ation or no, but I do know of a case where a large 
interprovincial trucking company which was having great 
it fraeubty- wath the Toronto-Montreal line, was ordered 
by the Quebec Transportation Board to run a minimum of 
four tractor trailer units to Toronto every night whethe 
they were empty or not in order to keep its Public 
Service Vehicle Permit. There was a courtesy observatio 
of this order. 

Q. I was just thinking of the word "courtesy". 

MR. HUME: In quotes. 

Q. On page 7.2 you mention the railways! 
ability to cross-subsidize traffic, and said, 

"Tf it is true that the railways are at a 
competitive disadvantage because of cross-- 
subsidization which is forced upon them, it is 
also true that the possibility of voluntary cross- 
subsidization of traffic provides the railways 
with a competitive advantage not enjoyed by their 
competitor." 

As ern firms will grow in size, do such 
firms pursue a policy of voluntary eross-subsidization? 

MR. MAGEE: Yes, I think that I have already 
~ I can't remember whether it was in reply to a question 
from you or from a member of the Commission. 

Q. Yes, you have touched upon it. 

MR. MAGEE: Yes, the trucking companies, some 
trucking companies, undoubtedly are in the position where 


they have to cross-subsidize the traffic, but our 
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such as the Canadian Pacific or the Canadian National, 


w 


and an individual trucking company. 

I was going to say the largest trucking company 
in Canada - I suppose I should say the largest trucking 
company in Canada, Smith Transport Limited. The 
difference in the economic strength of this, the largest 
company, as compared to-the largest railway, is very 
formidable. 


10 THE CHAIRMAN: Which is the largest? 


11 MR. MAGEE: Well, I think that Smith is the 


2 largest company as a one unit, sir. The Motorways 
organization, which owns companies or controls 
13 
companies all across Canada, is also a very large 


= organization. I don't know for a fact that they are 


15 as large as Smith, so I had better be careful in what 


16) I say. 


17 THE CHAIRMAN: Which one is that? 


18 MR. MAGEE: Motorways, sir. This firm is 
19 controlled by British Electric Traction. 
MR. COOPER: Qe I .turn now to the 


20 


1 
2 comparison there is with an individual railway company, 
section of the submission dealing with piggyback, and 


a 
6 
7 
8 
9 


oarticularly to paragraphs 17 and 18 on page 6.6. You 
vefer to a situation in those two paragraphs which is 

a threat to the trucking industry inherent in pigsyback 
development, not so much from its use by existing 
common carriers, but from shippers who handle the goods 
of others, and are not licensed by provincial truck re- 
eulatory “oards as inter-urban commhion carriers. 


Now, in paragraph 18 you vefer to unlicensed 
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1 
2 competition arising from local cartage or freight 
3 forwarding firms providing inter-urban freight services 
4 by means of plan 3 piggyback. 
i Would you please enlarge on what you have 

said in paragraphs 17 and 18 and illustrate the situatio 
: which you consider to be a threat to the trucking 
q industry by example? 
8 


MR. MAGEE: Well, Mr. Cooper, the movement 
of trailers of the trucking industry, what I would call 
the licensed over-the-road truck operators, intercity 
truck operators, consists of the movement of trailers 
which are authorized to run under the existing provin- 
cial regulations. These are companies that have gone 
through the regulatory process of gaining entry into the 
trucking field of having to go before a board and 
prove that public interest and convenience required thei 
services, and they build up organizations on the basis 
of these operating rights. 

Now, the feeling in the trucking industry is 
that a local cartage operator who has no highway transpo t 
organization will simply go around a certain city and 
solieit freight, take his trailer down to the railway 
piggyback terminal and put it on the flatear, lev us say 
to Toronto, and it leaves Torento and maybe lands in 
Winnipeg. This could break open the whole regulatovy 
system in Canada as it ecists at the present time and 
quite naturally that is a matter of concern to the 
trucking industry. Tat is what we have in mind there. 


Qe Well, why, if I may ask, would that break 
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open the whole regulatory system that we have in Canada? 

MR. MAGEE: Because, you wouldn't hav to pay 
any public commercial vehicle licence fees. Your 
whole taxation picture would be wiped right out and 
you would have nothing; whatever the cartage licence 
is in Toronto on your vehicle, it may be $10 or $15 or 
$50, whatever it may be -- I don't think it is that high 
-- and you would just be in the long distance trucking 
business. 

Q. In the United States are such shippers 
in operation, operating umer plan 3? 

MR. MAGEE: Mr. Montague had some talks with 
the American Trucking Associations in Washington about 
this and he may have some information to answer that. 

MR. MONTAGUE: There are shi, pers shipping 
under plan 3 in tne United States. 

MR. MAGEE: You said "shippers"; I thought 
you meant local cartage operators in the United 
States. We did refer to shippers using the service 
in the United States in our brief. I thought you meant 
local cartage operators. 

Q. What you were speaking of, the example 
or illustration you gave a few moments ago, you were 
referring to local cartage operators? 

MR. MAGEE: That is right. 

MR. MONTAGUE: I ghould correct my statement 
in reference to your question; I received no information 
from the American Trucking Association as to local 
cartage operators, but shippers are operating under 


plan 3. 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cre. ae 
TORONTO, ONTARIO (G ooper ) 


Q. Now, what controls may be imposed to 
Garces this situation or prevent it from arising? 

MR. MAGEE: Well, this has caused us a very 
great deal of difficulty, Mr. Cooper, our situation on 
this question, and to try and evolve an answer to it. 
The Commission indicated when they were at the maritime 
hearings that they would like some definite decision 
from the association stated, and I am afraid that I 
cannot go beyond a rather general statement of principles, 
which you will find at the bottom of the page 8.7 and 
G20. 


(Page 10915 follows) 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr.ex. 10915 
TORONTO, ONTARIO ( Cooper ) 


1] we see it as a serious problem. I am afraid we are not 
in a position to assist the Commission with as definitive 
a view as we might give in this matter but piggy-back is 
a controversial subject in the trucking industry. We 
have tried to pool all of the controversial views to- 
gether and present sort of a representative picture of 
what is happening. 

Q. In paragraph 20 on page 8.7 you say: 

"The trucking industry considers that the 
problem of control of piggyback services 
should be very carefully studied." 

Are there any studies presently in esiubencs Ghat have 
been made, for instance, in the United States? 

MR. MAGEE: There may well be some ta the 

United States. There are cases on the matter pending be- 
fore the I.C.C. which will undoubtedly work out some of 
these problems as they have arisen in the United States. 
I am sure the Commission could get those or we will be 
very glad to get those ourselves if it would assist the 
Commission. There are no studies that we know of. 

Q. On page 8.8 you refer to regulations: 

"Any regulations or measures of control adopted 
should be evolved and administered by an 
agency, or agencies, fully conversant with the 
interests and problems of both transportation 
industries." 

Is there any existing agency which in your view should be 
charged with this penpoasipilicy er are you envisaging 


some new controlling body? 


MR. MAGEE: We are, I think, leaving a great deal 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr.ex. 10916 
TORONTO, ONTARIO ( Cooper ) 


to the Commission here but those words were rather care- 
fully put there. "Agency or agencies" might mean the. 
Board of Transport Commissioners; te etene mean our 
joint transport board that we have suggested later in our 
submission or it might mean a different kind of truck 
regulatory board that might be evolved as a result of 
this Commission's investigation. 

Q. But you have no settled views on it at the 
moment? 

MR. MAGEE: Not at the moment. 

Q@. Now, moving to "Railway entry into highway 
Transport", page 9.1, you state in paragraph 2: 

"Tt is the opinion of Canadian Trucking 
Associations that entry of the railways into the trucking 
field is not in the public interest and that it Should 
be stopped," 

THE CHAIRMAN: Perhaps we can stop there, mr. 
Cooper, We will adjourn now until 10.00 o'clock tomorrow 


morning. 


--- Adjournment. 
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